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PRC ROCOROMTC JOUNNA' ON TRCREASTNG ECONOMIC EFFECT 
WEO4035) Beijing JINGJT YANJTU in Chinese, Ho 5, 20 May 81 pp 35-8 


[Article by Zhu Tieshen [2612 6993 5271): “Owerall Increase of Reonomic Effect 
le the Moet Pundamental Way to Develop China's Economy”) 


[Text|) Prom 24th to 3) March 1981, under the joint sponsorship of the Reonomic 
Research Inetitute of the State Commission, the Economic Research Inet i- 
fon, Henan Provincial Planning 
Commission and the Henan Provincial Construction Commission, 4 nationwide seminar 

was held in Zhengzhou. More than 270 economic 
roe 27 provinces, cities, autonomous regions, 

of the central government took part in the 
seminar. The theme of the seminar was the coherent study of effect in both macro- 
economice and microeconomice, and investigation of overall improvement sf economic 
effect and the path for China's socialist economic development. The seminar 
primarily diecuseed the following questions. 


1. The Concept of Feonomic Effect 








What ie the ecientific definition of economic effect’? There are various compre- 
hensions, a6 follows: 


Looking at the qualitative attributes, there are three views: Namely, the relation 
between input and output; the relation between epending and gain; and the re lation 
between cost and effect. More controversial ieeue is the definition of gain. 

Some comrades thought gain geant value. Stressing only value of utility and not 
valve iteelf, comparteonse of economic effect of commodities would be hard to make, 


nor te it easy to exprese this through comprehensive indices. 


Some comrades were of the opinion that gain referred to value of utility. Their 
reasons were: |. Engele eaid walwe wae 4 relation between cost and effect, and 
to describe effect ae value would be 4 synonye and duplication; 2. value is in 
the reale of history; when there are no commodities, the problem of economic effect 
ie etill there, and how ie it to be reflected; 3. using « constant price to 
calculate the value of ouput ie in reality a reflection of the quantitative value 
of wtility. 














home comrades thought that describing gain as value of utility referred to the 
field of production of material resources, Wowever, our investigation of economic 
effect has gone beyond the sphere of material production, since it includes effect 
of environmental conservation, of public health, sports and education, of touriem, 
and 60 of, each of which has 4 relation of spending and gain. Such gain could be 
increase of income, or saving of expenditure, the economic effect could be either 
direct of indirect, Thus, economic effect could be more accurately explained in 
terms of cost and effective relation, 


Still other comrades believed that under socialist conditions, discussion of eco~ 
nomic effect gust incorporate the factor of standards of living coste of the 
laboring people. Good of bad economic effect was to be judged ultimately by 
standards of living costes of the laborers. 


Looking from the aspect of attributes of quantitative economic effect, there were 
aleo three views: famely, the minimum and the maximum (with minimum expenditure 

to gain maximum effect), the possible and the dbiggest possible; and same consumption 
with different effect or same effect with different consumption. 


Opinions varied as to under which field economic effect should be classified. 

Some comrades favored the idea that it belonged to the field of political economy; 
othere insisted that productive force economice was the field; and still others 
insisted that technological economics or management economics were the fields. 
The majority of comrades thought that the sphere of economic effect had the char- 
acteristics of both technological and the economic aspects, involving productive 
force and relations of production; it would not be comprehensive to gention only 


one aspect. 
2. Relation of Macroeconomic Effect and Microeconomic Effect 


Comrades at the seminar thought that the coherent study of macroeconomic effect 
and microeconomic effect conducted by the seminar, with special emphasis on the 
study of macroeconomic effect, proceeding from the overall situation of China's 
national economy and in practical terms, hit right on the target and had realistic 
significance. Some comrades pointed out that microeconomic effect was often more 
easily noticed by people, while macroeconomic effect was invariably overlooked; 
in fact, the two were closely related to each other. Macroeconomic effect was 
the prerequisite of microeconomic effect, and micro-effect was the foundation of 
macro-effect. Under socialist conditions, the increase of macroeconomic effect 
was the purpose and the starting point for the increase of microeconomic effect. 
Policy decisions on macroeconomica were the prerequisite and external conditions 
in determining microeconomic effect. Microeconomic effect was the base of and a 
meane to attain macroeconomic effect. The two interacted and restrained each 
other. 


Some comrades thought ‘hat the relation between macroeconomic and microeconomic 
effect was that of the whole and the part. Under socialist conditions, sacro- 
economic effect was ia the dominant position. Macro merged with micro, and macro 
would serve as a guidance. Sut other comrades had different views. They thought 
that during the present readjustment period, in circumstances of serious tebalance 











of the national economy, the urgent task was to increase macroeconomic effect, 
tackle it thie way, and take the ultimate results of the macroeconomics ef fective- 
ness a8 the starting point and the final end, Looking at it from long term, 
improving of microeconomic effect was still of primary importance, 


Another view considered that macro and micro was a concept of relativity. Depart- 
ments or regions should be classified micro when related to the entire national 
economy, and macro when related to enterprises. An enterprise was micro when 
related to a department or region; it would be macro when related to a workshop. 
Thus, at no time should macroeconomic effect and microeconomic effect be pulled 
apart, nor should the leading role of one or other of them be stressed in a static 
way. 


As to how macroeconomic effect can be evaluated, some comrades suggested an analysis 
from three sides: (1) the scale and the rate of growth of national income in a 
specific period reflected mainly the comprehensive effect of social production; 

(2) the increase volume of national income resulting from the addition of a 
specific volume of accumulation showed in the main the comprehensive effect of 

unit accumulation; (3) the average living standards of the people reached and the 
rate of improvement made within a epecific period. In thie way, the field of 
production, the field of construction and the ultimate aim of socialist production 
could be taken together for overall evaluation. 


3. Analysis of Pactore Leading to Poor 
Effect of China's Economy 


During discussion, all held that for the past 31 years, China's socialist construc- 
tion has achieved great success. Nevertheless, the economic effect was poor and 
not comparable to the strenuous efforts and enormous labor contributed by the 
whole population of China. For a very long time, there was not enough awareness 
of the importance of increasing economic effect, and theoretically people lacked 
the necessary concept. High wastage and low efficiency were the pertinent mani fes- 
tation of defects in economic work. The cause of such a phenomenon, according to 
most comrades, was primarily due to “leftist.” It was mainly manifested in departing 
from China's national condition, violating economic laws, pursuing th “theory of 
instant success” in economic work, going beyond practical feasibility, being impa- 
tient for success, paying no regard to balance and proportion, blindly pursuing 
high speed, high targets, high accumulation and giant infrastructure, squeezing 
aside current production and cutting back expenditure, even going to the extent 

of taking away the necessary living expenses of the people in order to build up 

the accumulation, expanding large-scale construction not commensurate with national 
resources, and having no consideration for the ultimate aim and the final economic 
effect of the soctalist production. Emphasis was laid on “settling political 
accounts, not economic ones.” The law of value was ignored, economic accounting 
was ignored, and the pursuit of economic effect was branded as revisionist “profit 
in command.” Under such circumstances, the proportional relations of the national 
economy were repeatedly dislocated, and there were shortcomings and excesses, 
serious wastage and stagnation. Naturally, economic effect in production and 
construction could not be expected to be good. 











Some comrades believed that low economic effect was mainly due to irrational 
industrial structure, For a very long period, giving priority to developing 
heavy industry was inaptly taken as something absolute, and with “steel as the key 
link,” agriculture and light industry were relegated to lesser importance, thus 
creating an abnormal industrial structure, affecting the balance of national 
economy, and seriously preventing the increase of macroeconomic effect. The 
present readjustment of economic structure and organisational etructure ia crucial 
for improving economic effect. 


Some other comrades believed that present poor economic effect was mainly due to 
the faulte of the national economic management system. There is over-concentra= 
tion of power; the departments in control of overall power of economic management, 
do not assume economic responsibility. Many undertakings are only responsible 

for production value, and target volume of production fixed by their superiors; 
they do not bother about the range of products, the quality, the input consumption 
and whether or not the products are marketable, nor are they responsible for the 
economic effect. Without changing the current economic system, and without inter- 
relation between economic power, economic responsibility and economic benefit, 
there is no point in discussing the improvement of economic effect. 


4. Eeonomic Effect and Ite Relation With the 
Readjustment and Reform of National Economy 


The comrades who took part in the seminar believed that increase of economic effect 
was the starting point for readjustment and reform, and full attention must be 
given to the economic effect of every single decision and move adopted in readjust- 
ment and reform. Currently, readjustment is the key, and reform must be subordinate 
to readjustment. However, reform beneficial to readjustment and the increase of 
economic effect should thrust ahead. Through the reform of systems, the fruit of 
readjustment can be consolidated and developed. The way to increase economic 
effect through readjustment should start from readjustment of economic structure 
(firet and foremost, the industrial etructure). How should we readjust the eco- 
nomic structure: The following views were raised during discussion: 


One view held that it should proceed from the actual situation of the country, and 
switch from “heavy duty structure” to “light duty structure.” But the “heavy duty" 
and “light duty” cannot be differentiated by the criterion based on the proportional 
production values of agriculture, light industry and heavy industry; a norm must be 
set on quality. “Light duty structure” would take agriculture and light industry 
as the main pillar of social economy; social labor is mainly assigned to agricul- 
tural and light industry fields. Development of heavy industry should be on the 
foundation of development of agriculture and light industry, and it should be 
developed in accordance with the requirement of agricultural and light industry 
development, and be of service to agriculture and light industry. 


The second view was: China's present industrial structure is a tense, “pressurized 
type” structure; betveen various industrial departments and within the departments, 
it ie always the case of one party putting pressure on the other party, and tve 
relationship is extremely tense. As an orientation for readjustment of industrial 
structure, the “pressurized type” should be changed to “extensible type," so that 


the various constituent sectors of the national economy can be extended propor= 
tionately and with ease, and work with mutual coordination and efforts for further 
devel« pment . 


The third view was: The two aforementioned views have not fully reflected the 
cycle and economic effect of the constituent parte of the industrial etructure. 
This view proposed that the “low efficiency-type” industrial structure be trane- 
formed into a “high efficiency-type" structure, The so-called “high efficiency- 
typ?" industrial structure must meet two requirements: One is the benign cycle 
between production departments, which means that the product‘on orientation of 
various industrial departments should be in mutual coordinat on aud mutual etimula- 
tion, #0 as to vitalize the entire economy for continuous and steady growth; the 
second is to have better macroeconomic effect, which means using lesser labour 
consumption and money ‘o create bigger national incom. 


Although there were different views on the industrial structure, it was unanimously 
believed that rational industrial structure must start from the actual situation 
of China, various industrial departments should coordinate with each other, the 
needs of the people should be met, and better macroeconomic effect achieved; this 
is the orientation of the present readjustment. 


In order to achieve better macroeconomic effect, the readjustment of capital con- 
etruction was also discussed by all. It was held that the scale of capital con- 
atruction is closely related to economic effect and should be used as a yardstick 
to measure the appropriateness of the scale of capital construction, also as a 
factor to determine the scale; by all means, it is necessary to set the scale of 
construction on the basis of optimum economic effect. The current scale of capital 
construction must be decisively cut and ite line shortened, in order to accommodate 
the financial and material resources of the country, achieve a state of balance, 
and stamp out deficits and latent perils. This is the immediate target for read- 
justment. Some comrades held that change of investment structure must be based 

on the requirements of the rationalization of economic structure; by gradual stages, 
it is necessary to increase the proportion of investment in light industry, agri- 
cu.ture, energy, conetruction equipment, transport and other short-fall and weak 
sectors. Rationalization of investment structure has a great bearing on the 
ratioralization of industrial structure. Development of heavy industry should 
gradually come to rely on accumulation by the industry itself, without taking away 
large accumulations from agriculture and light industry. 


It was also held by all that increasing production of consumer goods could be a 
central point for breakthrough in the rationalization of economic structure. The 
needs of the broad masses of urban and rural population are thus met on one hand, 
and on the other bend, it is possible to increase a considerable amount of accumula- 
tion, and effectively withdrew currency from circulation; it is beneficial both to 
the readjustment of economic structure and the increase of economic effect. A good 
grasp of increasing production of consumer goods would activate the overall situa- 
tion. 








5. Exploitation of Regional Superiority in Relation 
to the Increase of Macroeconomic Effect 


All bel.weved that under the guidance of national planning, advantages should be 
brought inte play and shortcomings avoided, competition protected, aad the prin- 
ciple of joint undertakings implemented, This is a correct policy suited to 
China's objective reality and the requirement of economic development. Whether 
or not regional superiority can be exploited as according to local conditions has 
@ great bearing on macroeconomic effect. Comrades at the seminar enthusiastically 
took part in the discussion on what was regional euperiority, and the question of 
exploitation of regional superiority and ite relation to macroeconomic effect; 
there were different understandings of the question. 


Some comrades thought that so-called regional superiority referred to the conditions 
of a region favorable to developmen’ f economy; these are: Natural conditions 
such as climate, land, and mineral resources, and management experience, equipment 
capacity, coordination facilities, traffic and transport facilities and so on. 
However, favorable factors of a single aspect should not be taken as comprehensive 
superiority. For example, one cannot consider the availability of certain raw 
material as an advantage for the development of an allied processing industry. 

The advantage in the regional development of a product must in the first place, 

be in conformity with the realization of macroeconomic effect. Local character- 
istics must be carefully analyzed in order to exploit regional superiority, to 
proceed from the actual situation of the locality on the one hand, and take into 
consideration the macroeconomic effect and the long-term economic effect on the 
other hand; and having an overall evaluation of the situation is the only way to 
determine the economic superiority of a region. Some comrade said that “comparative 
cost" was the criterion for assesement of regional economic superiority, which 

meant the comparison of the field of utility value against the consumption of labour 


capacity. 


Certain comrades thought, the exploitation of regional superiority and the increase 
of macroeconomic effect was in unity as well as in contradiction. The correct way 
to handle the relation between the two is to take the part and the whole, the 
microeconomic effect and the macroeconomic effect in unity for evaluation, and to 
select the correct direction and path for exploitation of superiority. Numerous 
facts cited by many comrades showed that irrational industrial structure seriously 
affected the development of regional economic superiority. 


Due to the legacy of the past, heavy industry is proportionately high, and agricul- 
ture, light industry and other sectors low in some regions at the moment. This 

has created an imbalance between purchasing power and the availability of commod- 
ities. How should these problems be solved? Some comrades pointed out, agricul- 
ture and light industry must be placed in the essential position, and that is a 
major measure for readjustment of the national economy and vitalization of the 
economy. Basically speaking, it is necessary to set up an appropriate regional 
industrial structure, on the premise that the development of local regional 
superiority sectors will not be affected, and on suitability to the local situation; 
attention must be paid to the development of agriculture and light industry of the 
local region. Otherwise, with the slackening in the production of consumer goods, 





the development of regional superiority would also suffer. However, other comrades 
held a different view, They held that the structures of agriculture, light and 
heavy industries were discussed from the angle of the entire national economy, 

and the etructural order of agriculture, light and heavy industries would not be 
universally acceptable to every region, They might refrain from doing something 
80 a8 to undertake something elee, or else, go back again to the situation of 
“large and comprehensive” and “emall and comprehensive," in which each had ite 
individual syetem, practice self-sufficiency, and take the old road of natural 
economy. 


Some comrades held that development of regional superiority must be combined with 
economic soning of the whole country, and with the rational arrangement of produc- 
tive force; singular development of regional superiority from bottom to top, without 
considering rational distribution of productive force for the whole country, would 
not be workable. With improved microeconomic effect but poor macroeconomic effect, 
or with good immediate economic effect but bad long-term economic effect, the 
superiority could not genuinely be developed. Some comrades pointed out that in 
order to better develop regional superiority and increase macroeconomic effect 

work should start right now on making a national plan on distribution of productive 
forces, including economic zoning, zoning plans and urban plans, gradually building 
up a rational distribution of productive forces. This is a long-term strategic 
task. 


Some comrades said, in developing regional superiority, it is necessary to work 

out a comprehensive balance. Regional balance should proceed under the guidance 

of national comprehensive balance, while national balance should also take into 
consideration regional balance. Develops mt of regional superiority is an important 
principle for balance, and regional balance is also the basic guarantee for the 
development of regional superiority. Other comrades pointed out that development 
of regional superiority called for the strengthening of plenning guidance and work 
in market projection and economic information. However, planning guidance could 

not be too regimenced, otherwise, it would be back to square one. 


Quite a few comrades pointed out in the discussion that, in developing regional 
superiority, interests of various parties should be handled with car: and amica- 
bility. Consideration should be given both to the overall as well as the regional 
interests. Relations between raw material-producing regions and manufacturing 
regions should be correctly handled on the basis of mutual benefit and mutual help. 
Other than some essential administrative measures, economic methods should be 
mainly applied for the solution of rational distribution of economic interests 
between regions. For instance, the state should on the basis of overall planning, 
give due considerations and support to heavy industrial bases, energy bases, 
external trade export bases, and concentrated cash crops-producing regions which 
were in short supply of food grains and other consumer items. This is useful to 
the development of regione! superiority. 


6. All-Out Increase of Economic Effect is the Correct Way to 
Guarantee Steady and Ongoing Development of China's Economy 


The participating comrades thought that for a very long period, China's economic 
construction had taken a road of high speed, high accumulation, low efficiency and 




















low consumption, Ostensibly, the rate of economic growth was not slow; in fact, 

it was not genuinely high speed. Looked at annually over a period of years, the 
economic effect was poor, and in particular, the improvement of standards of living 
of the people was slow, and at times the standards even declined. Now, to overcome 
the latent dangers and maintain the steady development of socialist economy, it is 
imperative that overall increase of economic effect be made. Some comrades said, 
the new road to develop the economy in essence means increasing economic effect 
enlarging the scope of reproduction by ewitching from taking intension instead of 
extension as the point of focus and from crude economic management to intensive 
management, and make the development of economic construction closely related to 
the improvement of living standards of the people. 


Some comrades thought that the first and foremost things is to correct the guiding 
ideology for economic construction, shake off “leftiat" shackles, place economic 
effect in the foremost position in relation to speed, ratio and effectiveness, and 
take optimum economic effect as the starting point for realization of comprehensive 
balance, establishment of the most favorable proportions and the stipulation of 
appropriate speed; inorovement of living standards of the people should be taken 

as the basis for the pursuit of economic effect. Uniformity of speed, proportion 
and effect can thus be realized. The guiding ideology should be switched from 
arbitrary pursuit of production value uad blind chase for speed to genuine stress 
on solid economic effect, so as to hold high the idea of overall pursuit of eco- 
nomic effectiveness. Next, China's actual condition of "1 billion people, 800 
million peasants” and lack of financial resources and insufficient energy should 
serve as the base for selection of the appropriate strategy for economic develop- 
ment, and creation of a rational industrial etructure. Third, creation of a manage- 
ment system through which people would have the awareness of pursuit of economic 
effect should ensure the realization of an appropriate economic etrategy, so as to 
closely combine together the economic powers, economic responsibility and economic 
benefits. 


In order to mobilize the initiative of all quarters, it is necessary to change the 
highly-centralized, monolitnic state decisionmaking system into a msultiple-level 
decisionmaking system constituted by the state, the economic unit and the indi- 
vidual laborer. Fourth, we should have a system for a set of norms for scientific 
evaluation of economic effect and its aim, and for iaunching of study and experi- 
ment in the methodology for the assessment of economic effect, including the study 
of the evaluation of social production effect, investment effect, the feasibility 
and effect of adoptation of new technology, the research and experiment on the 
projection methods for the economy of technology and so on, to gain gore accurate 

¢ aluation of macroeconomic and microeconomic effect. Some comrades thought that 
in the drive for economic effect, it is necessary to first be free from the ideology 
of natural economy. For the ideology of natural economy does not have the concept 
of value, nor does it seek economic effect. Our economic system for so many years 
also refiected such natural economic ideology. Our planning system emphasized the 
index of value, not on the index of volume of value, and therefore not such concern 
was shown for economic effect. The mutually dislocated economic management system 
in which the index of volume value, and therefore not guch concern was shown for 
economic effect. The mutually-dislocated economic management system in which the 
index of volume in kind is managed by planning de artments, and the index of volume 
in value is managed by financial and trading departments should be changed. 








During the discussion, some comrades suggested that the fundamental way 
for economic effects te be in acoord with the needs of the law 
svclialist public ownership economy, It is necessary te ca 

fhational economic Management system, set up a stratified responsibility eye 
whieh the central and local authorities, the enterprise and the individual laborer 
ave all committed, to solve the problems “the big pot” and 

Power, ibilities and interests should be in conjunction, In this way, 
people be attentive to the increase of economic effect in all their economic 
activities, Some comrades said, the urgent task at the moment is to do everything 
possible to make 4 success of coordination work in readjustment, diminish thought= 
leseness in readjustment, strive for maximum effect at minimum cost, and avoid or 
reduce possible fresh lose and wastage in readjustment. Which products, varieties 
oF construction projects should be taken up, which should be shelved, calle for 
practical analysis, and people should not resort to single-stroke solutions. The 
development of a Whole industry should not necessarily mean the development of a4 
whole line of products, nor the down of one industry that all product 
varieties should be curtailed; there should be curtailment amid the 

and development amid curtailment. Some comrades believed that both the readjust- 
went and reform called for a master projection and practical planning, and a well- 
defined policy line, rules and measures, and feasibility etudy. Only through these 
cah macroeconomic effects be iaproved, otherwise, the effect could backfire and 
bring about 4 fresh malignant cycle. Other comrades pointed out that for increase 
of economic effect, attention gust be paid to and emphasis placed on the study of 
technological economics, and urban economic development. Relationships between 

key cities and the medium and email townships should be correctly handled. 


All in all, the seminar hae made 4 good start for the ongoing in-depth etudy on 

the theory of economic effect and the initiation of many useful topice for stiau- 
lating socialist economic construction. To really solve the problem, the joint 
efforts of the broad masses of economic workers and the economic theoretical workere 
are awaited. 
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NATIONAL POLICY AND [SSUES 


EXPLOTT RESERVES OF GOODE, MATERIALS 


— oe JTNGJT GUANLI [BOCONOMIC MANAGEMENT) in Chinese Wo 5, 15 May 61 
pp +4, 


[Article by Chen Zonggao [7115 1350 4108), Chen Qun [7115 5028) and Wei Liqun 

[7614 4409 5028): "“Vigorously Tap the Potential of Reserves of Goode and Materiales 
to - Keonomic Readjustment More Satisfactorily”=-slantiines denote boldface 
type 


[Text] Taking the measures of vigorously reducing the 
materiale kept in stock, fully tapping the potential of 
and trying our best to offer for sale on the market 
kept in stock by owr foreign trade and commodities 
significance in allewiating the current shortage 
material resources, reducing the deficite in our 
commodity prices, and thus successfully achieving the tasks of economic readjust- 
ment. 


/There Ie Great Potential in Exploiting Reserves of Goode and Materials/ 









To make possible the continual progress of social production and to ensure normal 
circulation in urban and rural markets, the estate should keep a definire 
of goods and materiale of satisfactory quality in etock. Moreover, with 
continual development of industrial and agricultural production, a? | 
and materiale should correspondingly increase. However, over the past 

years, the reserves of various categories of goode and materiale in our country 
have increased tremendously to @uch more than the rational level, so the 
overstocking of goods and materiale has become 4 very ser Accord ing 
to statistics, at the end of 1979, the 4 major 
country, namely 21 items of essential goods and mater 
and coal, products of the machine building snd electr 
commodities for domestic marketing (inc 
dealing with commerce, supply and marketing, era 
dities, had increased by 44 percent in 
an increase which greatly exceeded the 
industrial and agricultural output in 
essential goode and materials, the 

18 million tons, 4 quantity equivalent 
year. The cycle of turnover was 1 month 

was the longest cycle in the previous 5 years. 
producte of the machine building and electrical industr 

































yuan, with the eyele of turnever extending te 531 days, whieh greatly exceeded 
the length stipulated by the State Council, Considering the reserves of commo- 
dities for domestic sale, the quantity of commodities kept in stock against each 
10,000 yuan of commodities seld exceeded the normal levels of previous yeare, 
with the tetal value of surplus stocks of commodities topping 10 billion yuan. 
Considering export commodities, the reserves of comodities kept against each 
10,000 yuan of compodities actually exportes were 200 percent more than normal 
figures for previous years, The value of surplus stocks was approaching 10 billion 
yuan, 

jes 


ty the end of 1979, the value of these four categor of reserves had exceeded 
the normal level by over 40 billion yuan. At the end of 1980, the reserves of 
commodities for domestic sale were slightly less than the amount at the beginning 
of the year, but over the same period, 
by 270,000 tons, while the reserves of export commodities had increased by 3.1 
billion yuan in value. Reserves of product 
machinery industries were roughly the same 
beginning of 1980, but because of the reduct 
tion, the reserves vill continue to increase. In our country 

are roughly } to 4 million tone of steel products, 20 billion yuan worth 
products of the machine building and electrical machinery industries valued at 
above 20 billion yuan, and 20 to 30 billion yuan worth of commodities 

sale and for export, which are in excess of the desired quantities of reserves. 
These conetitute 4 substantial etock of social wealth which should be 


exploited. 


The composition of the existing stocks of goods and materials is quite irrational. 
A considerable proportion of the goods and materials are products in i 

excess supply. A portion of the stocks are products which embody backward tech- 
nology, which are old sodelse, which have poor 

to handle for many years. Some producte have been kept in stock for 
years or even for more than 20 years. 
of the machine building and electrical 
country must be scrapped. The value 
inferior-quality commodities kept in 
cooperatives and foreign trade enterprises amounts to over 
Moreover, 4 certain quantity of commodities have decayed because of protrac 


stocking and poor management. 


The excessive overstocking of goods and mat 
utilize the social products created by the masses of workers and peasants not 

only represent serious wastage of the financial, material and human labor resources 
of owr country, but aleo aggravate disproportions in our nat 

Because of the overstocking of products, the production of which 
quantities of energy resources, materiale and raw materials, the contradiction 
between demand and supply a6 well as the shortage in the supply of fuels, motive 
power, materiale and raw materiale are aggravated, so that we to 
continually extend the ecale of capital conetruction. Consequently, we 
to mintain an excessively high accumulation rate at the expense of the people's 
consumption needs. This has been an important cause of 
consumption and accumulation. If we consider state publ 
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enterprises turn over profits and tames te the state ae 
have produced the products, 4 portion of their products 
kept in steck, so that part of the fiseal revenue is in 

of the fiseal revenue is used for redistribution, the inevitable 

an excessive growth in expenditures whieh will affect the equilibrium in the 
state's fiscal revenues and expenditures. 


To improve economic results and tap the economic potent 
we must fully exploit the existing stecks of goods and jale 
reduce further overstocking. This ie an important task in doing 4 





good job of 
economic readjustment. 
An important characteristic of our current economic readjustment is that while 
we must adequately reduce the scale of capital construction and contro) 


t 
production of products which are in full of excess supply, we mum 
benefite which the people have enjoyed in their daily life over 
Therefore, the social purchasing power will still grow rather 
the contradiction between the market demand and supply of commodit 
rather serious aside from vigorously doing a good job of 

important method of resolving this contradiction is to exploit 


77 

zF 
jt 
7 


ii? 


i 
ee 
: 
i 


goods and materials. Thies will net only enable we to more fully eatiefy the needs 
of production and construction as well ae the people's daily needs, but will ileo 
enable us to withdraw currency from circulation and stabilise market prices. 


Actively exploiting reserves of goods and materials ae well as quickening the 
turnover of circulating funds constitute an important link in 
method of economic readjustment. At present, the enterprises 
eums of cirewlating funds, the turnover of which ie slow. This ei 
serious. By trying our best to reduce the surplus stocks of 
economigzing in the use of -irculating funds and quickening the 
we will be able to reduce additional fiscal appropriations and 








in a more profound sense, tapping the potential of our reserves of 
materials is an important way of improving economic resulte and improving the 
proportional relationships of the national economy. 


/The Main Causes of the Overstocking of Goods and Materials/ 


There are many reasons why the existing stocks of goods and materiale are large 
in quantity and the problem of overstocking is so serious. Sasically, thie is a 
result of “leftist” errore. This problem is related to 4 series of issues such 
as economic policies, planned management, industrial structures, economic systems, 
the etyle of operation and so on. 


(1) /Our policies concerning national economic development have been marked by 
impatience for success an’ blind pursuit of high targets and high growth rates, 
resulting in wild fluctuations in production and construction. / ing 
to move ahead, we blindly extend the scale of capital construction as well as 
produced and purchased large quantities of materiale and equipment. 
forced to achieve great cutbacks, ve kept 
equipment in stock. The resultant wastes 
of tens of millions of yuan, but sums of 










hundreds of millions or billions of 














Dur ing the Jeyear “great leap forward” period, ali seeters were “going full steam 
ahead” and the seale of capital construction was overly extensive, in the early 
1960's, we had te readjust our economy, In 1962, the state employed several tens 
of billions ef yuan to handle the overstocking of goods and materiale 

various probleme which were left over, The losses during the 10 years of catae~ 
trophe were even wore gigantic. During the firet 2 years after the 

the “gang of four,” 4 grandiose plan was put forward whieh greatly 
mational capability at that time and for 4 qumber of years to come, For example, 
it was proposed to set up “wore than 10 Dawing's,” to achieve an 

"60 million tens of steel,” “to achieve mechanisation in agriculture by 1980," 
and so on, According to these requirements, various departments ordered 
purchased materials and equipment from abroad. After the 

of the Party Central Comittee, the Party Central Comittee decided on 
policy of readjusting the national economy. This has been an 
the guiding ideology for our country's economic work, which is completely necessary 
and correct. However, because production and conetruction in 

been arranged according to high targets, serious sverstocking of goode and materials 
occurred again. 


(2) /There have been serious defects 





out. Production and construction have been partly planned 
of anarchy. Thies has resulted in ser overetocking 

Second, in formulating plans and organizing production, we have one-sidedly gone 
after output value and quantity. 







(3) /The handling of goods and materials have been in the 
authorities. The channele of circulation are blocked. / 
organizations for the distribution, supply and circulation of 
tion and the means of livelihood in our country have aainly been set up to 
correspond with administrative divisions, administrative levels and various 
industries. Consequently, goods and materials have been stocked by 411 levele and 
all industries, every local authority has treated ite locality as a4 
and goods have become immobile once they have ended up in 4 certain locality. 
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for example, around 80 percent of the total reserves of steel products and products 
t 


of the machine building and electrical me Ginery industries have been kept by 
var ious preduetion unite which use them, waile around 20 percent have been kept 
by commodity departments, Because they are in commend of only 4 emall quantity 


of reserves, it is very difficult for the commodity departments to play the rele 
of a “reservoir.” Moreover, at present 4 unified national network for allocating 
goods and materiale hase been formed, and statistical and information work is 
imperfect, ev that the surplue stocks of goods and materiale scattered among 
humerous enterprises cannot be effectively reallocated or utilised, Consequentiy, 
the probleme of overetocking and waste have become increasingly serious. 


The existing channels of cireulation ar blocked, This is closely related te the 
fact that for many years, the means of production have not been permitted to flow 
inte the market, The circulation of the meane of production has relied on the 
single channel of unified distribution and allocation by the state, With thie 
tigid way of handling the meane of production, everstocking on 4 vast scale has 
inevitably oocurred., in the supply of the meane of livelihood, the channele are 
few and the Linke are numerous, Many commodities must go through four or five 
linke before they can reach the hands of the consumers. Moreover, some commodities 
are distributed inappropriately and have to travel forth and back between one 
place and another, so that the costs of cireulation and the quantities of commo- 
dities which remain in circulation or which are kept in stock are increased. 
According to statistics supplied by commercial departments, in 1979, out of 
the circulating funde used in the distribution of commodities and materiale, the 
grassroots retail unite took a share of 9.4 percent, tertiary wholesale centers 
took 35 percent, secondary purchase and supply centers took 46 percent, and primary 
purchase and supply centers took 4.5 percent. Obviously, the 

In 









If the number of these secondary centers 
used by them will be reduced by some 6 b 


Because we lack centralized management in 
dancy and blindness in import ing 
aggravated the overstocking prob 
the locomotives for use in mines 
because their gauge is too wide, their 
voltage to operate. Several hundred such 1 
they have accounted for the use of funde of several tens of b 


(4) /ts running and managing enterprises, we have not 
accounting, and we have blindly ordered and imported goods. 
reasons for this phenomenon. First, because of the grave our 
national economy, the output of many materiale and raw materiale as vell as many 
kinds of equipment has been insufficient, with supply falling short of 

Some departments and enterprises have rushed to purchase these materials, 
materiale and equipment from various localities because they 

production activities to be affected. They think that “the 
the better,” that “these should be hoarded ae some rare commodities,” and so on. 
Second, unite which supply goods do not strictly adhere to agreesents. 

the continuity of production, production unite have been 
sources of supply, blindly purchase goods and keep larger stocks 
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departments and enterprises are net keen on using funde rationally, They think 
that the greater the quantities and range of goods or materiale kept in stock, 
the better, ‘nh organising production, they have very seldom considered fully 
wtiliging the existing stock of goods or materials and to speed up the turnover 
of funde, Vourth, over recent years, larger quantities of commodities have been 
exchanged at negotiated prices, Some enterprises have worried about rises in 


—2* prices of materiale or raw materials, and have consequently blindly hoarded 
them. 


(5) /The financial system is characterized by centralised collection o revenues, 
centralised spending and thus “excessive collectiviem.” Such a system of using 
funds hase aleo gratuitously discouraged the commodity departments and enterprises 
from paying attention to economic accounting or economic results./ For many 
production unite and agencies of circulation, there are not any clear and rational 
limite on the amounte of goods or materials to be consumed or kept in stock. 

The standard of handling the reserves or the quantities of goods and materials 
used are not linked to the workers’ economic responsibilities or benefite. There 
are no rewards for handling goode or materiale well, for economizing in their use, 
or for achieving 4 quick turnover, nor ie due penalty imposed for handling goods 
and materiale poorly, for high consumption of materiale, for 4 slow turnover, or 
for serious overstocking and waste. Moreover, the banks do not impose strict 
conditions on lending and borrowing. They supply circulating funde and loans to 
enterprises even if they handle goods and materials poorly. Consequently, the 
view that “convenience is most important and overstocking is harmless" is very 
popular among the enterprises, which lack initiative and enthusiasm in clearing 
their warehouses of unwanted stocks, using goods and materials economically and 
speeding up the turnover of goods and materiale. 


/Basic Methode of Tapping the Potential of Reserves of Goode and Materials/ 


Te do a good job of stocktaking in warehouses, to tap the potential of reserves 
of goode and materials, and to put an end to the phenomenon of “overstock ing 

each year despite the clamor for clearing the warehouses of unwanted stocks each 
year,” we must in the first place completely free ourselves from the fetters of 
“leftiet” thinking and methods. Each economic department or economic unit should 
concentrate ite efforts on grasping economic accounting, economic results and the 
reduction of waste. There must be a corresponding set of specific measures 
formulated on this basis, such ae improving the methods of planning and management, 
readjusting the industrial etructure, rectifying and reorganizing the enterprises, 
enlivening the realm of circulation, amending policies concerning the handling 

of overet.cked goods and materials, reforming our economic system and so on. 

At present, we must urgently do a good job of grasping several tasks described 
below. 


(1) /Carry out thorough stocktaking in warehouses and vigorously utilize surplus 
stocks of goods and materials./ First, in conjunction with economic readjustment 
and the rectifying and reorganization of enterprises, we must mike an extensive 
and in-depth stocktaking of assets, appraise and decide on new limits on quantities 
of goods and materials to be consumed and kept in stock, establish aad perfect a 
system of management according to set limits, and clear the warehouses of all 
surplus etocks of goods and materials. On this basis, each unit should formulate 
a4 practicable plan to handle overstocked goods and materials. Second, commercial, 
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foreign trade and commodities departments must vigorously reduce their etocks of 
goods and materiale and vigorously handle overstocked commodities, The key task 
of commodities departments ie (o handle overstocked steel products end products 
of the machine building and electrical machinery industries, Third, financial 
departments should as soon as possible put forward policies and methods concerning 
the handling of overstocked goods and materials. Some producte may be sold at a4 
lower price according to their quality. Some products which have lost their use 
value should be allowed to be scrapped and melted down, Some slow-selling high-grade 
products, the consumers of which have difficulties in raising funds to purchase 
them, can be allowed to be sold on credit or by hire purchase. Banke must 
supervise the enterprises in implementing the plane for handling overstocked 
goods and withdraw loans in excess of ve fixed quotas according to the piens. 
Fourth, we should consider delegating to the localities and enterprises the neces- 
sary authority for handling overstocked goods. For example, the marketing of 
overstocked go ‘se may be allowed to be unrestricted by distribution targets, and 
so on. Localities and enterprises will thus be encouraged to take the initiative 
to vigorously handle and utilize overstocked goods and materiale. Praise and 
awards must be given to those enterprises or individuals that achieve success in 
handling overstocked goods or unmarketable commodities. Fifth, we can encourage 
s eking many ways of utilizing overstocked goods, including repair, providing 
‘yttings, making alterations and substitutions and so on, and thus try hard to 
ully utilize everything. For example, after processing and making alterations, 
some steel products can be supplied to the countryside for building houses. 
Sixth, export commodities which have been kept in etock for many years and which 
are now unsuitable for export should be vigorously sold domestically. 


(2) /Purther stipulate clearly the tasks of and requirements on the enterprises 
with regard to inventory management./ At present, overstocking chiefly occurs 

in enterprises which carry out production or capital construction. In view of 

the specific circumstances of different enterprises, the departments responsible 
for various industries should put forward in clear terms targets aimed at speeding 
up the turnover of materials and commodities as well as requirements and measures 
aimed at reducing irrational stocking. According to the demands of their superior 
authorities, the enterprises must formulate realistic plans of inventory manage- 
ment. They must conscientiously implement the principle of clearing warehouses 
of surplus stocks before making arrangements for production, and then finally 
purchasing goods or materials. Items which are adequately kept in stock must not 
be applied for or ordered. Thus, the role of existing reserves will be fully 
brought into play. Every month, the enterprises should compile statistics 
concerning production, sales, the purchase of goods or materials and the situation 
of overstocking, check the quantities and value of their stocks, and rigorously 
control the rate of growth in inventories. The results of implementing the system 
of fixed quotas on inventories must be taken as an important indicator according 
to which enterprises are assessed for their standard of operation and are allocated 
funde and bonuses. The results of inventory management must be closely Linked 
with the economic benefits of the leaders and workers of the enterprises. 


(3) /Purther do o good job of regulating the market and enlivening circulation 
under the guidance of state planning./ We must continue to get rid of the 
convention that the means of production are not commodities and cannot be circulated 
in the market. According to the characteristics as well as the demand and supply 





conditions of various kinds of goods and materials, we must adopt corresponding 
flexible and varied methods of supply. We can extensively adopt open forme of 
supply, such as by setting up 4 market in the means of production for those goods 
or materiale which are available in relatively large quantities, such as most 
products of the machine building and electrical machinery industries, chemical 
products and certain types of steel products, We must thoroughly put an end to 
the old irrational methods of distribution and supply, such ae mere reliance on 
centralised ordering of goods once or several times; submiseion of applicacione for 
approval by many levele of higher authorities, on the basie of administrative 
divisions and departments; distribution that involves going through many different 
levels, and eo on, The method of supply involving the uee of coupons or certifi-~ 
cates can be extensively applied to goods or materiale which are in short supply. 
If we alter the methods of supply, so that people feel that it is unnecessary and 
undesirable to keep surplus stocks of goods and materials, the inventory stocks 
will markedly decrease. 


We must organize rational circulation of commodities on the basis of economic 
regions and lawe which govern the circulation of commodities. For one thing, we 
must resolutely eliminate the barriers between administrative divisions and 

those between industries, and discard unnecessary intermediary links. We can 
delimit various areas in which we set up networks of secondary distribution centere, 
with the possibility of such areas extending across counties, localities or 
provinces, on the basia of rational routes of circulation of commodities. Tertiary 
wholesale centers and large or medium-sized retail unite should be permitted to 
purchase goods from those unite which they select as well as through a large number 
of channels, so that producers and sellers can be in direct contact. For another 
thing, we must set up additional grassroots networks and unite for distributing 
goods and for commerce. We must strengthen services such as selling on commission, 
joint selling, as well as purchasing, selling, processing, transportation and 
redistribution on behalf of cliente. We must deliver goods into the hands of 
consumers. We must be responsible for supply, the satisfactory use of goods, 
economy in the use of goods, return of goods, repair of used goods and the use 
of scrap material. We must thus serve the livelihood of the masses of people as 
well as production and construction. We must thus toroughly rectify the bureau- 
cratic-business etyle of work. In the case of purchase of agricultural, sideline, 
native and special products, we gust aleo put an end to monopoly by supply and 
marketing cooperatives. Enterprises run by compunes or production teams should 
be permitted to purchase, transport and market these products. Moreover, we 
must vigorously restore and develop trading warehouses and country fair trade 

to increase the channels of circulation and ensure a smooth flow of commodities. 


We must put an end to the reluctance of commodities departments and commercial 
departments to sell their goods in stock. We must vigorously speed up the turn- 
over of inventories. There must be sufficient reserves of those materials and 
commodities which are important to the national economy and the people's liveli- 
hood, but there gust be rational limite on these reserves. For some goods, if 
the duration of stocking is too long or the quantities of reserves are too large 
according to old specifications, these specifications should be revised. Reserves 
may be unnecessary for certain commodities, such as watches, bicycles, sewing 
machines, television sets and so on. For the principal commodities, the depart- 
ments concerned should, according to necessity and possibility, clearly specify 
the desirable quantities of reserves, duration of stocking, seasonal levels of 
reserves and 60 on. 
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(4) /im view of the needs of society, conscientiously make plane for production, 

do 4 g006 job of making production compatible with demand, and prevent the 

recurrence of overstocking./ To satisfy the current need of readjusting the 

relationship between accumulation and consumption, we must correspondingly 

readjust our industrial etructure, vigorously produce marketable, high quality 

and inexpensive consumer goods, and strictly control the production of products 

which are in excess supply or which are not up to standard. All enterprises must 

improve their operation and management, adhere to the principle of determining 

output on the basis of demand and determining purchases on the basis of sales, 

as well as resolutely put an end to the old practices of one-sidedly going after 

product value or quantity at the expense of variety or quality, disregarding the 

needs of the market, and producing goods blindly. Some enterprises produce 

inferior quality, high-priced and unmarketable products. We must establish 

a scientific system of production and marketing agreements, and carry out production, 

supply and purchase strictly according to the quantity, quality, variety, epecifi-~- 

cations and time which are etipulated in each agreement. The state should refrain 

from purchasing goode which are overstocked because of production that is at 

variance with agreements, and from purchasing unmarketable products which have 

been blindly produced. We must etrengthen economic legislation and economic 

judicial work. We must implement a system of arbitra \on over agreements as well 

a8 4 System of economic and legal responsibilities for violating agreements. We 

must further do a good job of handling and examining the import of goods and 
materials in a centralized way and strictly implement the policies and stipula- 
tions set by the State Council concerning the handling of import and export 
commodities. Goods and materials which are not needed by our domestic market and 

which have been overstocked should definitely be banned from export. 


An important prerequisite to the achievement of basing production on demand is 
to strengthen statistical and economic information work, conscientiously improve 
planning and management and do a good job of achieving comprehensive equilibrium. 
Departments which are responsible for planning, production, handling commodities, 
commerce and so on must exchange information and closely cooperate, so that the 
enterprises can promptly and relatively comprehensively understand conditions of 
market demand, market supply and overall social inventory reserves. They can 

then be helped to rationally plan production and adjust their inventories according 
to current needs. 






(5) /Pully exploit the roles of the budget and credit strings as economic levers. / 
The financial budget and credits are important tools for managing the socialist 
economy. Fully bringing their guarantor, regulatory and supervisory roles into 
play will be of great significance in reducing irrational inventories and economi- 
zing on the use of circulating funds. Financial departments and banks sust 
rigorously supervise and manage the use of funds according to the fixed quotas 

on reserves of goods and materials. Under the guidance of the state plans and 
policies, the banks should clearly stipulate the conditions for lending circu- 
lating funds and loans, including objects of lending, amounts of loans, interest 
rates, terms of loans and so on. If an enterprise manages its inventory poorly, 
suffers from serious problems of overstocking and waste, or obtains poor results 

in using the funds, or if a commodities or commercial department blindly purchases 
overstocked commodities, the bank which has lent it money must implement relevant 
stipulations on charging additional interest, and it will have the power to require 
it to clear its surplus stocks within a certain time limit, or will even have the 


power to suspend loans. 
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NATIONAL POLICY AND ISSUES 


*JINGJT YANJTU' ON FOREST ECOLOGY, AGRICULTURE 


—s Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 4, 20 Apr 61 
PP — 


[Article by Wang Ganmei [3769 1626 2734] of the Guizhou Provincial Academy of Social 
Sciences, dated November 1980: "The Significance of Forest Ecological System to 
Agriculture in Mountainous Areas") 





[Text] Nature is a comprehensive body consisting of innumerable ecological systems, 
which are interrelated, interdependent and mutually restrictive. Among these 
systems, forests are the biggest ecological system and an important pivot of 
exchange between materials and energy in the natural world. The reduction of 
forests to a certain point will upset the ecological balance of the whole natural 
world, have serious consequences for industry and agriculture and even the national 
economy as a whole, and even further endanger man's health and existence. This 
point is slowly dawning on more and more people. On a smaller scale, such as in 

a hilly region, what influence and consequences will the destruction of forests 
bring about’? Recently we have made an investigation in Qingzhen County located 

in the mountainous areas of Guizhou Province. Practice shows that the forest 
ecological system occupies an especially important position in the agriculture of 
mountainous areas. Along with the destruction of forest resources in mountainous 
areas, a chain reaction is bound to happen in a series of environmental factors 
(such as water, heat, climate and nutrients) of the whole ecological system of 
mountainous areas. The destruction of forest resources will cause the agricultural 
ecological situation to worsen day by day and seriously hamper the development of 
agricultural production. 


Destruction of Forests Causes Ecological Situation to Worsen 


Mountainous regions and hills account for 92 percent of the whole area of Qingzhen 
County, which is located in the middle of the Guizhou plateau. The county is a 
typical highland, mountainous area. in the past, the forest resources of this 
county were relatively abundant. According to the “Annals of Qingzhen County” 
compiled in 1947, “most of the forests of Qingzhen are natural. Wherever there 
are mountains, there are huge, towering trees casting their shadows all round." 

In the early liberation days, forests covered around W percent of the land. 
During the “large-scale steel-and-iron-making movement" in 1958, a large number of 
forest trees were felled. After 1960, under the guiding ideology of “seeking barren 
hille for grain,” for over 10 years, the forests were destroyed year by year to 
open up wasteland. Thus, the already undermined forest resources vere destroyed 
again and again. According to statistics of a reconnaissance survey in 1975, the 














proportion of forestland in the whole county decreased to 4,7 percent. Most of the 
hillsides which had been covered with luxuriant forest trees were turned into barren 
hillsides with terraced fields covering even the hilltops. The sharp reduction of 
forestland resulted in drastic changes in a series of enviroumental factore such 

as soil, climate, moisture content and nutrients. 


1. Soil erosion is serious; soil is granulated and soil fertility is decreasing. 


Since the branches and leaves of forest trees hold rainwater and their huge root 
systems embrace and restrain soil d sand, forests have a comparatively strong 
ability to resist wind, to hold sans in place and to preserve water and soil. 
According to surveys, the soil erosion of open land is 10 to 100 times greater 
than that of land covered with forests, provided rainfall is at most 340 mm. 
Before the destruction of forests, the erosion of soil in Qingszhen County was 
slight and the soil was relatively fertile. But after the destruction of foreste, 
soil erosion became an increasinigy serious problem. During the 15 years between 
1961 and 1975, 271,000 mu of cultivated land in the county suffered from soil 
erosion accounting for 54 percent of the total area of nonirrigated farmland, and 
nearly 5.4 million tons of earth were eroded, an annual average of 360,000 tons. 
The tilled layers of land on most of the slopes had been reduced from 1 to 2 chi 
thick in the past to only several cun thick. And on the slopes had patches measuring 
several score mu each which had become bare revealing the rocks. This land could 
no longer be cultivated. Constant soil erosion caused the reduction of soil 
fertility and a decrease in the content of organic substances and other nutrients, 
particularly of phosphorous and potassium. According to the results of a laboratory 
test of 85 typical soil samples of various places in the county, the content of 
phosphorous and potassium of most of soil of the whole county was grade five or 
six by the state standard. The numerical value of phosphorous and potassium 

in some of the above-mentioned soil samples could hardly be determined by photo- 
electric insetrumeuts. 


Another change in the soil after the destruction of forests was that the areas of 
granulated soil was increasingly expanded, and the silt on the hillsides vas 
carried down by rainwater to cultivated land at the foot of the hills. More than 
800 mu of flatiland of the Xiaopo production brigade of the Wangzhuang People's 
Commune were covered for a long time with the silt which was carried down by 
rainwater from the hills, adding an average of 5 mm to the silt layers. As for the 
over 800 mu of flatiand, some were covered with sand and stones and could no longer 
be cultivated. This example is not an isolated case in Qingzhen County. 


2. The source of water has dried up; the ability of the soil to resist drought has 
weakened. 


Rainwater infiltrates into soil slowly through the crowns of trees and the dried 
fallen branches and leaves on the ground. According to surveys, a mu of land 
covered with forests can retain at least 20 cubic meters more water than a mu of 
open land. Qingzhen County was comparatively abundant in water resources in the 
past, with mountain water running endlessly on many hillsides. After the destruction 
of forests, the source of water dried up gradually. For instance, in the past, 
several hundred mu of flatiand around Wuli and Luobu in the eastern mountainous 

areas of the county were irrigated by several mountain streams running down the 
surrounding hills and they were free from the threat of floods and drought. But 








after the total felling of forest trees, these several mountain streams dried up 
one by one. This previously water-abundant land became “land pinning hopes for the 
harvest on the heavens.” After the destruction of forests in the Shaji and Machang 
people's communes in the mountainous western areas, mountain springs dried up. 
There was drought in the spring every year, and both people and animale had 
difficulties finding drinking water. In the drought in the spring of 1977, the 
county authorities had to help solve the problem of drinking water among the local 
masses by mobilizing motor vehicles. 


The destruction of forests reduced the ability of the soil to resist drought 
greatly. If there was no rain for 3 to 5 days, there was a water shortage in quite 
4 large part of the cultivated land, and if there was no rain for 10 or 15 days, 
then there were cracks in the ground. This phenomenon was seldom seen in the pest. 


3. The climate has become abnormal and calamities have increased. 


Living thinge of the forests make up over 90 percent of the total living things 

on the earth, occupying the space above the earth and 10-odd meters deep under the 
earth, and they play the most important role in regulating the climate. Forests 
also have a direct impact on the climate of smaller areas. Since the air humidity 
of forests is higher than that of open areas and the former's temperature is lower 
than that of the latter's, clouds gather there relatively easily, this forming rain 
and turning clouds into surface water. According to surveys, rainf.il in the areas 
covered with forests and their surroundings is 10 to 30 percent more than that of 
the areas without forest or with less forest. tn the past, the rainfall of Qingzhen 
County was abundant and drought was rarely seen. In a recent 10-year period, the 
average annual rainfall was 120 to 150 mm less than that before 1960, and on two 
separate occasions within 3 years there was a tendency toward drought. For instance, 
there was a hot drought lasting for 67 days in 1972, causing the output of grain 

to drop drastically. The following year saw adequate rainfall, but the year 1974 
saw a hot drought which lasted for 74 days and resulted in a 30 percent decrease 

in grain output. 


With no forests to retain rainwater, wherever there was heavy rain, mountain 
torrents would rush down unrestrained. This happened time and again. Since 1977, 
there were mountain torrents every year, causing great damage. For instance, in 
July 1979, there was an ordinary torrential rain, causing torrents of water to rush 
down the hillsides, which flooded more than 17,00C mu of maize-growing land and 
8,400 mu of paddy fields and shattered the reservoirs, the irrigation canals and 
ditches as well as bridges in some places, causing casualties among people and 
animals. 


Worsening Econological Situation Has Seriously Hampered the Development of Agricul- 
tural Production 





Agricultural production is reproduction of living things and the unity of Living 
beings and environmental factors. Its process of production is the process of 
exchange between materials and energy of Living beings and the surroundings. 
Agricultural production will be seriously affected by any disturbance in the 
environment on which it relies for its existence and development. This is precisely 
the situation in Qingzhen County. The vicious circle in the agricultural ecological 
system led to the vicious circle in agricultural production. 
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The (erops) planting industry is the main sector in Qingshen County's economy, 

But over the past 20 years, there has been a fairly slow development in its (crops) 
planting industry with a long-term low and unstable output in crops. From 1958 

to 1976, over 140,000 mu of wasteland were opened up, an increase of 22 percent in 
the total cultivated area, but only a 10 percent increase in the gruin output, with 
an output per unit of around 300 jin, The real output per unit was no more than 
200 jin if the over 100,000 mu of “auxiliary land" and “auxiliary plote” which had 
been never recorded in the statistical report are included. The aim of the 
reclamation of wasteland by destroying forests was to engage in grain production, 
but the destruction of forests resulted in water loss and soil erosion, the 
exhaustion of the water source, the reduction of soil fertility, an abnormal 
climate, and no progress in grain production. Under these circumstances, more 
wasteland was brought under cultivation with the result that the ecological 
situation further worsened and gra’‘.. output decreased. Thus, the whole situation 
ended up in an ever worsening vicious circle. The Shanbao production brigade 

of the Wuli People's Coxmune in the eastern mountainous areas is a typical example. 
Before 1966, this brigade had over 500 mus of forest in stretches and over 600 mus 
of ehrub. They earned more than 6,000 yuan from forestry every year. Their total 
grain output was around 400,000 jins. The per capita grain consumption of every 
commune member was 600 jin. From 1967 on, they began to open up wasteland by 
destroying forests. This, along with forest fires meant that a large proportion 
of the trees were felled. The wasteland they reclaimed in 11 years amounted to 
1,000 mus; the cultivated area was increased two fold, but there was no accompanying 
increase in grain output. The mountain torrents caused by a heavy rain in 1978 
washed away half of the cultivated land, and grain output dropped drastically 

to 280,000 jin. If the whole eum was to be distributed, it could only sustain 

6 months of the grain ration. 


Mountainous areas have favorable conditions for developing forest economy. However, 
constant reclamation of wasteland by destroying forests has made forestry in 
Qingzhen County the weakest sector of the whole economy. The whole county has over 
900,000 mu of land that can be utilized for forestry but only 194,000 mu of forest. 
The output value of its forests constitutes only 3.5 percent of the total agricul- 
tural output value. At present, forest timber has to be imported from other parts 
of the country. Thus, making contributions to the country is out of the question. 
Judging from economic results, it does not pay to farm by destroying forests. 

Take the 140,000 mu of land based on slash for example. In Qingzhen County, every 
huashan pine tree could on the average create wealth worth 0.5 yuan every year. 
Through a series of periodic fellings, and given that there are 150 trees per mu, 
every mu of huashan pine could crea’'e wealth valued at 75 yuan in a year; 140,000 mu 
could create wealth valued at 10.5 million yuan. But after the destruction of 
forests for farming, in normal harvest years, the average output of maize per mu 
was about 100 jin; calculating in terms of the second grade price of 0.116 yuan 

per jin, every year, maize could create wealth valued at 11.6 yuan per mu; 140,000 
mu could create wealth valued at 1.624 million yuan, or 15.4 percent of the value 
of timber of huashan pine. Yet, the value of timber is only a part of the value 

of forest. If the value of timber is added to the value of other forest products, 
farming by destroying forests can hardly be compared with it. 


The destruction of forests has had a serious impact on animal husbandry. Qingzhen 
County has over 100,000 mu of thick grass in patches and irrigated grassland, which 
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are favorable conditions for developing animal husbandry. Due to the abnormal 


rainfall caused by the destruction of forests, the over 100,000 mu of are 
degenerating day by day. Yor inetance, there was a pateh of grasey lsides 
10 square kilometers in size in the area of the oe See © fe ap 

in 


People's Comune. in the past. Pf yyy —y that it could be 

building houses. Sut after all of trees on the mounteine were felled, this 
pateh of grassy hillsides became 4 mountainous region of podeol reeks, and it could 
hardly be used for graging., Since spring water in many places dried up, animals 
had diffieulty finding drinking. Due to the reduction of water and » the 
number of grase-eating domestic animale of Qingshen Count, ae been ing in 
recent years, Compared with 1957, cows, sheep and goats had decreased in number 
by 1978. Cows decreased by 12 percent while sheep and goats decreased by 86.6 
percent. 





From the many aspects mentioned above, we can easily ee that the destruction of 
forests has had grave consequences for agriculture, forestry and animal husbandry. 
Taken a6 4 whole, the life of the broad masses of the persante is 
1978, Qingehen County had the highest grain output in ite history. 
every member of agricultural population had 385 jin, equivalent 
of the average national standard (636 jin). Twenty-three percent 
production teams had less than 300 jin of grain ration. The per 
49.8 yuan, equivalent to a little more than hal’ of the average 
Members of 31.5 percent of the county's production teams had a 
lees than 40 yuan, By the end of 1979, the outetanding state 
communes, the production brigades and the production teams 
yuan, which meant that every member of the agricultural population 
an average of 14,85 yuan. The capacity of reproduction of 
people's communes, the production brigades and the product 
some of them even cannot preserve simple reproduction. 


Nature's Punishments Have Sobered People 


The punishments of nature have sobered people. The broad masses of the cadres 

and commune sembere have realized the importance of forests to the agricultural 
development of a mountainous area and the foolishness of opening up wasteland by 
destroying forests. Without transforming and foresting sountains and protect ing 
our forestry resources well, it will be simply impossible to effect a rapid 

upswing in agriculture in mountainous areas. The Qingeshen County's OCP Committee 
and people's government are determined to adopt various measures to gradually 
revive the destroyed forests and have decided that priority should be given to 
doing 4 good job in two areas. 1. Resolutely ban the continued reclamation of 
wasteland by destroying forests or the reclamation of wasteland on steep slopes. 

2. Gradwlly turn 150,000 ae of land on slopes suitable for foresting from 
cultivated land into forestland and cover 190,000 au of barren hille suitable for 
foresting with greenery. In this way, continued efforts should be made to achieve, 
by the end of this century, an area of 600,000 aus of forestiand in the whole county, 
te get the proportion of forestland back up to some W percent, to establish a 

good and healthy cycle in the agricultural ecological system step-by-step and build 
OQingzhen County into 4 prospe ous mountain area with all-round development of 
agriculture, forestry and anime! husbandry. 
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NATIONAL POLICY AND [S8URS 


TAXING STATE ENTERPRISES 


7 2 JINGJ1 GUANLI [BOONOMIC MANAGEMENT) in Chinese Wo 5, 15 May 61 
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[Article by Wang Wending [93769 2429 7844) and Han Shaochy [7281 480) 0443); 
“On Levying Income Taxes on State Enterprises” (slantlines denote boldface) | 


[Text) The work of substituting the new method of levying income taxes on state 
enterprises for the old method whereby the state enterprises turn over their 
to the state (abbreviated below as substituting taxes for profits) is 
under experimentation at more than 270 state enterprises in Shanghai, Liushou, 
Sichuan, Guaughua County in Hubei and eo on. 
relationship of centralized (istribution, whereby the state collec 
the profite of the state enterprises, by 4 new 
the enterprises jointly distribute the profite. 
of 4 legal form of distribution, namely the form 
the new method is that the state enterprises, on 
operation, can acquire 4 certain proportion 


income texes. Consequently, the enthusiase 
in production and management can be mob 
become vigorous business unite which will have 
and operations on their own and will assume respons ibili 
or losses subject to the guidance of state planning. The 
be able to contribute more to the “four sodernigations” 
we cannot view the substitution of taxes for profite as 
of fieeal rewenve ond payment. In essence, it involves 
of the reform of our economic system. At present, 
profite, a8 4 reform in iteelf, hase developed froe 

ious 


to the stage of practical implementation. Var 
concern over how thie reform will affect economic 


ite 
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Judging from the current situation of the experimental enterprises, “= method 


of eubstituting taxes for profite has already produced some positive 
Several main effects are described below. 


/Piret, thie method encourages the enterprises to vigorously tap their own 
potentials./ In the trial collection of income taxes, the ratio in which profits 
are distributed between the state and the enterprises has been fixed; it is not 
deliberately readjusted in response to changes in the enterprises’ profits. 
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Thus, the enterprises clearly knew that the economic benefits of the enterprises 
and their workers depend on the results of their operation and management, 
Therefore, they will tery al) means to tap their own potentials, The experi-~ 
menting enterprises in Shanghai have deeply realised that if their sales revenue 
inereases and marketing coste fall, their total preofite will rise, and with the 
income tax fate standing at 50 percent, they will aequire half of their economic 
benefits. Conversely, if total profite decrease, then relatively » the 
enterprises will bear half of their economic losses, Consider the of the 
40 member industrial enterprises of the Light Machinery Company. Te 
best economic results in their operation, Planning 
and basing their action on the needs of market developments, they have readjusted 
Production, increased the output of preducte needed by the market, et rengthened 
economic accounting that ie mainly aimed at reducing costes, and linked the system 
of job responsibility in production to the workers’ ma 
thie company's realized total profit was 12 percent larger 
for that year, and 19.24 percent larger than in the prev 
very marked growth rates. ae wees ae Sree See Sees Se eee 
building enterprises which have 

for profite. The tax payment to 

over to the state in the previous year 
which were retained by the enterprises and remained 
rather substantially compared with the previous year. 
State and the enterprises benefited. 


/Second, thie method encourages the enterprises to br 
play, to circumvent their weaknesses, and to seek waye 
readjustment./ The trial-implementation of substituting 
put an end to the situation wherein the enterprises concerned are subjec 
eentralized collection and distribution of profite by the state and are dependent 
on the state for solving 411 their problems. The new hae 






























of national economic readjustment, bring their own strong pointe into play, 
circumvent their own weaknesses and seek ways out. For example, the Guanghua 
County power machine factory in Hubei possesses relatively complete equipment and 
hae 4 relatively high technological standard, and ite products were original ly 
quite marketable domestically. With the changes in our economic structure due 

to national economic readjustment, ite products became no longer marketable. 

if the method of “excessive collectivies” were still being practiced, the factory 
might not have been anxious. However, with the trial-implementation of subst i- 
tuting taxes for profits, the economic responsibility of the factory has increased 
and things have changed. The factory sent 25 work groups to visit 135 production 
write, and has consequently realized that because of the 

tion, the light industry and the textiles industry 

high revolution rates. The technology required for 
similar to that employed in producing ite original produc 
ment is also suitable for producing euch machines. 
to install 4 significant amount of new equipment 






needs of the light and textile industries and to adapt itself 
national economic readjustment. Consequently, the factory's production activity 
hase turned from passive to active. Sales in 1980 ewen grew by 14.78 percent 
over 1979. 























/Third, the new method encourages the enterprises 
profuets and te inerease their income,/ With the imposition 
man) experimenting enterprises have paid attention te 
and have thus conducted surveys of market conditions and tried hard to promote 
the sale of their ,,odvets, Consider the exemple of the Liughow Zine Products 
Pactery. in the firet place, it hase worked hard to 
extending the duration of heat, adopting stricter rules of operation, improving 
the alleeation of materials and se on, Moreover, it has set up 
and tried by a1) means to vigorously expand the market for ite preduets., Conse~ 

quentiy, in 1980, its sales contracts inereased from the previews level of 6,500 

tons to 8,500 tons, bringing about inereases of 4.7 million yuan in sales revenue 
and 1.5 million yuan in profite, 
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/Tourth, the new method encourages the enterprises to improve their management and 
operation and to strengthen economic accounting./ With the substitution of taxes 
for profits, the standard of the enterprises’ management and operations directly 
affects the immediate economic benefite of the enterprises and their workers. 
Therefore, the enterprises can no longer pay inadequate attention to their 
management and operation. For example, with the trial<implementation of collect ing 
income taxes, the Liughow textile mill hase readjusted the system of job responsi- 
bility that applies to the mill manage: and the workshop leaders. Transactions of 
funde between the factory authorities and the vorkshopse, such as deposite, or 
lending are no longer gratuitous. The economic accounting system has been improved. 
Consequently, compared with 1979, sales revenue in 1980 grew by 20.6 percent while 
profit grew by 54.1 percent. 


/Pitth, the new method is favorable to securing fiscal revene./ Because taxetion 
as 4 legal form of revenue establishes the relationship between the state and 
enterprises with regard to the distribution of profits, not only can 

prises’ reasonable economic interests be safeguarded by lav, but the enterprises 

are bound by law to pay taxes. They guet pay the full amounte of taxes due to the 

state on time, according to legal requirements. Otherwise, they will have to 

face legal action. Therefore, compared with the past practice of requiring the 

enterprises to turn over their profite to the estate, the new way of collecting 

fiscal revenue is 4 sore serious matter and the flow of revenue is more reliable 
and steady. Judging from the results of the trial-implementation, the phenomenon 
of enterprises appropriat state revenue for their own use and v7 
to the estate has been rectified to 4 great extent. During 1 year, only 
40 member factories of the Shanghai Light Machinery Company had one occas 
paid ite tax late for some reason, and had to pay 4 late-payment surcharge. in 
the past, before the imposition of income .axes, the enterprises 

usually failed to turn ower the profite of the 

each year. Since the imposition of income taxes, the enterprises 
actually paid 54.09 willion yuan to the estate, while their due 
amounted to 54.399 willion yuan. Less than 0.6 percent has rem 


from the positive effects described abowe, we can see that the use of taxation 
as 4 form of distribution is advantageous to bringing the economic vi of 
the enterprises into play, insuring fiecal revenue and promoting the progress of 
readjustment. It can be predicted that if taxation can be appropriately used 
to help we he dle the relations of economic benefits between the state, the 








enterprises and the workers, the positive effects of taxation will become 
increasingly prominent with the development of experimentation, 


Because we want to gain experiences in substituting taxes for profite, our specific 
methods of distributing profite te the enterprises are not identical in different 
localities where experimentation ie in progress, though the general method of 
levying income taxes is adopted in 41) these localities, —— Soaney S Smet 
hae - A 4 five-step progressive taxation system, with profite taxable after 
exceeding 4 certain limit, The tax rate applicable te an gy from 
50 percent to 4 maximum of 75 percent, depends on the amount of ite profit, In 
Sichuan, 4 progressive tax system with a at profit ceiling is applied te 
comercial enterprises undergoing experimentation, while the income tax rate for 
each individual industrial enterprise, ranging from 40 percent to 78 percent, is 
assessed individually, with profite linked to wages. Shanghai and Liushow both 
adopt proportional taxation, with a uniform tax rate of 50 percent independent of 
profits. in addition, 4 fixed=percentage adjustment tax ise levied in various waye 

on the enterprises’ sales revenue, to provide adjustments for differences in income 
A to various objective factors, 
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These differences in specific practioes reflect the individual characteristics 
of these localities that are relevant to tue experimentation. These differences 
among various practices are inevitable during the initial period of exper imenta- 
tion. However, we can derive enlightenment from these differences, that is, we 
must seek a universally practicable method from among these different practices 
and thereby create conditions for extending thie reform to 41] state enterprises 
in the future. 


In view of the current resulte of the practice of the localities where experi- 
mentation is in progress, to do 4 good job of the trial-implementation of levying 
income taxes on state enterprises, we need to satisfactorily handle the following 
three problems. 


/Piret, what should be the finalized income tax rate’ That is, in the distribu- 
tion of profite, how much should appropriately go to the state and how such should 
appropriately be retained by the enterprises for their own use’?/ The ratio in 
which profite are distributed is obviously the key matter in correctly handling 
the economic benefite of the estate, the enterprises and the workers. When we 
tackle this problem, we gust overcome the following two tendencies. The firet 

is the tendency to calculate rigidly instead of flexibly, to emphasize larger 
state revenue at the expense of the enterprises’ practical needs, end to think 
that the larger the etate’s share or the emaller the enterprises’ share, the 
better. The other tendency is to consider the enterprises’ interests alone, so 
that the distribution renders the state incapable of bearing its financial burdens, 
and to think that any reform whatecever quest be advantageous to the enterprises, 
and that the larger the enterprises’ share, the better. It should be realized 
that it is inappropriate to adopt either the former or the latter viewpoint in 
determining the income tax rate. If the former viewpoint is adopted, the tax 
rate will inevitably be too high, and thie will be disadvantageous to bringing 
into play the vitality that the enterprises as economic unite should possess, so 
that practicing the system of aseuming responsibility for profite or losses will 
become empty talk. If the latter viewpoint is adopted, the tax rate will inevi- 
tably be too low, so that the requisite accumulation of state fiscal funds will 
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be allected and (unde will beeome diepersed, Therefore, when we determine the 
income tax fate, we must consider both the needs of the enterprises and the state's 
ability in bearing financial burdens, Judging from the orientation of development, 
to enable the enterprises to become economic unite which perform independent 
accounting and which assume sole responsibility for their profite or losses, the 
financial resources left at their disposal must be compatible with the fulfillment 
of thie requirement, Wowever, to achieve this, it is impracticable to ly 
rely on the method of reducing state revenue, especially at present when t 
are still aumerous difficulties in our public finances, Therefore, we think that 
we can follow the principle of stabiliging the current situation and keeping the 
future in wind when we determine the income tax rate, so that the retained after 
tax profite at the enterprises’ disposal can insure the fulfillment of the 
enterprises’ need for indispensably essential funds. As a grassroots economic 

unit, an enterprise should vigorously tap peotentiale, reduce waste, improve 
operational resulte and try te benefit from increases in output and income, 

Judging from the situation of some localities which are undergoing exper imenta- 
tion, although the inicially determined proportion of profite to be retained by 

the enterprises for their own use is not high, if thie proportion is not readjusted 
onee it is fined, the enterprises will be able to gain increasingly benef ite 
from the growth output and sales revenue with the enhancement in tion and 
results of their operation. Moreover, on the basis of continually nee 
production and enhancing economic effect, the enterprises may gradually up 
corresponding funds to bring their own economic vitality into play. 
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/Second, should the income tax levied on state enterprises take the form of 
progressive tax, or proportional tax’/ The four localities where experimentation 
is in progress are adopting three different forme of tax, namely proportional tax, 
progressive tax and 4 tax whose rate is separately fixed for each individual 
enterprise. As 4 measure adopted during the initial period of experimentation, 
the third type of tax is to 4 certain extent desirable because of ite flexibility. 
However, it is obviously impracticable as 4 long-term legal form of taxation, 
because 4 taxation law quet provide for some wnified criteria so that the same 
tax rate should apply to various objects of taxation which have similar circum 
stances. In the international arena, proportional tax and progressive tax are 
commoniy adopted forms of income tax. Fach of them has ite own advantages. The 
former takes a fixed proportion of income, 4 proportion independent of the amount 
of income. Thies is favorable to simplifying the administration of collection and 
making tax burdens equitable. In a certain sense, thie is advantageous to large 
enterprises whose profits are large. In the case of the progressive tax, the tax 
burden varies according to the income. The tax rate is lower if income is low, 
and higher if income is high. Some comrades think that the progressive tax is 
used to limit capitalism and is not applicable in socialist economy. In fact, 
thie view is incorrect. The progressive tax can be used not only to restrict the 
capitalist economy, but aleo to regulate the income of socialist state enterprises. 
in conclusion, which of these t o types of taxation should we adopt’ To answer 
thie question, we gust proceed =m the realities of our country. For «4 
considerable number of years to come, our country's economy will still be 
characterized by the coexistence of large, sedium-sized and emall enterprises, 
and the economic development of coastal areas will differ vastly from that of 
inland regions. fven if the enterprises’ profite are regulated by means of 
appropriate types of taxes, it will be impossible to completely eliminate the 














differentials in income due te objective factors, To more satislactorily bring 
the regulatery rele of taxation inte play, to appropriately take more money from 
large enterprises and to appropriately take care of emall enterprises, it seems 
that it is better to adopt a ive income tax with a tax-free profit ceiling. 
Will 4 progressive tax system affect the enthusiasm of the large enterprises! 
Generally speaking, it will not, because when an enterprise moves into a higher 
tax rate, thie rate is only applicable to the profit in excess of a certain 
figure. The enterprise will net only pay more tax but will alee retain more 
profit. If an enterpiise vigorously increases ite output and income, ite addi- 
tional benefite will etill be safeguarded, Of course, we must pay attention to 
two pointe in adopting the progressive tax with 4 tax-free profit ceiling: first, 
the tax rates should not be too high; and second, increments in the tax rate must 
not progress indefinitely. If we keep these points in mind in levying the 
progressive tax, the large enterprises will not be prevented from achieving 
greater economic effect, while simultaneously those medium-sized and emall enter- 
prises whose profite are not substantial will be taken care of in varying degrees, 
eo that enterprises of 411 sizes will all be treated appropriately. 


/Third, should the experimental imposition of income taxes on state enterprises 
be carried owt at selected enterprises, or over entire areas of some localities, 
or throughout certain industries’/ Because substituting taxes for profite 
represents the orientation of development and our experimentation is intended 
for observation and analysis ae well as for rectifying those measures or regulations 
which cannot be appropriately implemented on an extensive scale, so that we my 
gain experiences in implementing the new method on an extensive ecale, therefore, 
if we merely select some individual enterprises for experimentation, we will be 
unable to attain our goals. Thies is because methods that are appropriate for 
“well-off” or large enterprises may be inappropriate for “unprofitable” or emall 
enterprises. We should take whole localities or industries as our objects of 
experimentation. in our experimentation, we should apply the same methode to ali 
enterprises, whether “well-off,” “unprofitable,” large or emall. We should 
observe the probleme in and eum up the experiences of different types of enter- 
prises and industries. Only thus can we find out practicable methods that have 
been tested by practice. Therefore, we believe that our experimentation should 
be conducted on the basis of whole localities or industries. 


Moreover, now that we use income tax to determine the ultimate relationship 
between the state and the enterprises with regard to the distribution of profits, 
with the prevalence of differences in objective factors such as prices, production 
equipment and so on in the present stage, it will remain 4 rather prominent 
phenomenon thet different enterprises will have wastiy different profite. When 
income taxes are levied, it will be quite necessary to impose corresponding types 
of mew taxes. tt will aleo be necessary to charge the enterprises for using the 
fixed assets and circulating funds of the state, that is, to practice the method 
of paying the estate for using ite resources. 


Substituting taxes for profite is an important measure for transforming the 
relations of distribution so that they aay become compatible with the level of 
development of the productive forces. This new method represents the orientation 
of development. However, this matter involves many fields and is strongly related 
to matters of policy. We quet handle this matter cautiously. On the whole, ve 
need to attach great importance to this matter, to be serious in our attitude as 
well as vigorous and steady, and to work out an effective method by summing up 
practical experiences. 
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ECONOMIC JOURNAL ON STUDY OF ‘DAS KAPTIAL' 
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[Article by Tian Guang [3944 0342] of the Economic Research Institute of the 
Chinese Academy of Social Sciences: “Subjects Under Study in Marx's ‘Das Kapital’) 


[Text] In the protracted debate on the subjects of political economics, in 
particular the subjects of that part of political economics dealing with socialien, 
our country's economists have held different views on the subjects of “Das Kapital.” 
Moreover, controversies on the subjects of political economics have often been 
caused by controversies on those of “Das Kapital.” For example, in the preface 





to examine the capitalist mode of 
exchange correspond to that aode.” (Merz: “Das Kapital,” Vol 1, People’ 
Publishing House, 1975 edition (same below), p 8.) Very often, different 
pretations of these words of Marx have led to divergent views 
political economics. Therefore, the question of the subjects 
is not only an important question in Marxist economic thought 
the history of Marxist economic thought, but is also an 
study of political economics, in particular that part of 
deals with socialien. 








in the initial analysis of commodities as the economic celle of capitalist society, 
"Dae Kapital” direetly and expressly discussed in two steps the question of taking 
uee value and exchange value as the subjects of study. First, use value itself 
“furnishes the material for a epecial study, that of the commercial knowledge of 
commodities.” (Marx: “Das Kapital,” Vol 1, p 48) It does not constitute 
of “Das Kapital,” because use value depends on the natural properties of things, 
existe in all forme of society, and belonge to the category of the natural relations 
between man and material things. Second, in capitalist society, use value is the 
material depository of exchange value, and lies within the scope of study of 

“Das Kapital,” because now capitalist society has added to use value some social 
characteristics which it originally did not possess, and use value has become the 
material embodiment of interpersonal social relations. In “Critique of Political 
Economics,” Marx eaid: “It seeme that it is 
commodity to possess use value, but it is not 
value to be embodies in 4 commodity. Such a 
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formal economic property, that is, uee value per se, does not lie within the range 
of study of political economics, It is only when use value iteelf is a formal 
property that it lies within the seope of political economics, it will then be 
the material basis which directly reflects a definite economic relation, namely 
exchange value." (Marx: “Collected Works of Marx and Engele:" "Critique of 
Political Reonomics,” Vol 13, p 16) It can thus be seen that “Das Kapital” clearly 
stipulates human social relations as ite subjects of study, The natural relations 
between man and material things are not themselves the subjects under study in 
"Das Kapital.” They can belong to the scope of study of “Das Kapital” only when 
they lie within the limite prescrit 1 by human social relations. 


A principle in the basic methodology adopted by “Dae Kapital” ie to clearly draw 
4 distinetion between natural relations and social relations, and to clearly 
understand the dialectical relationship between natural relations and social 
relations. This principle is of prime and unique importance in defining the 
subjects under study in "Das Kapital.” If a distinetion is drawn between natural 
relations and social relations, the particular domain of "Das Kapital” will be 
clearly defined. If the dialectical relationship between natural relations and 
social relations is clearly understood, then the limite of the scope of study of 
natural relations in "Das Kapital” will be determined. "Das Kapital" studies 
natural relations for the sake of studying social relations. Social relations 
cannot exist independently of natural relations, and therefore "Das Kapital" 
cannot etudy social relations independently of natural relations. 


Commodities take the forme of use value and exchange value. After discussing these 
forms, "Das Kapital” goes on to discuss the substance of commodities, namely their 
dual character (use value and value), as well as the quality of labor reflected 

in commodities (concrete labor and abstract labor). Although here it does not 
explicitly discuss the question of the subject under study, ite implicit ideas 
concerning the subjects of study are consistent with its previous exposition. 

Value and abstract labor are the subjects of "Das Kapital,” but use value and 
concrete labor belong to its scope of study only if they form an entity together 
with value and abetract labor. That is because concrete lator, which combines with 
natural material things to form use value, represents a natural relation between 
man and material things, ae use value does. However, the conversion of abstract 
labor into value is not only totally unrelated to natural material things, but is 
aleo totally wnrelated to all concrete forms of labor. If the value of a commodity 
is to represent the congelation of abstract labor, we “must disregard all ite actual 
material constituents.” (Marx: “Das Kapital,” Vol 1, 18667 German edition published 
by Verlag Von Otto Meissner, p 17) As the simple expenditure of human labor force, 
abetract labor is the average necessary social labor. Abstract labor and value 
represent pure human social relations. 





Some comrades believe that because abstract labor is, “physiologically speaking, 
an expenditure of human labor force” (Marx: “Das Kapital,” Vo) 1, p 60) and is 
"a productive expenditure of human brains, nerves, muscles, hends and so on,” it 
naturally poseesses natural characteristics. This is a misunderstanding. 
Actually, abetract labor excludes all concrete modes of labor, and therefore excludes 
all natural relations between man and material things. The physiological expendi- 
ture of human labor force that remains after such exclusion is a social, not a 
natural, characteristic. In his analysis of money in “Manuscripts On Economics 
(1857-1858), Marx clearly said: The money commodity “merely reflects the share 
or quantity of labor time, but is independent of the natural attributes of labor 
time.” He aleo eaid: “Because labor time determines exchange value, actually it 
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is not merely the internal measure of exchange value, but te alae the aubstance of 
exchange value iteell Cheeause as an exchange value, a commodity does not have 
any other substance or any natural attributes).” (Marx: "“Manuseripts on Reonomice 
(1857-1858)," "Collected Works of Marx and Engels,” Vol 46, Part I, pp 115-116) 
Value and use value, a8 well as abstract labor and concrete labor, are two 
corresponding pairs of categories, It is unimaginable that value purely reflects 
social relations but its substance, abstract labor, reflects or embodies natural 
relations. In the history of economic thought, Marx was the firet to critically 
verify the quality of labor, so that in analyzing commodities he could thoroughly 
adhere to the methodological principle of drawing a clear distinction between 
natural relations and social relations and thus accomplish hie analysis of the 
substance of commodities, 


in analyzing commodities, "Das Kapital” proceeds from their forma to their substance, 
and then goes back from their substance to their forme. In going from their 
substance to their forma, it examines in the first place the form of expression of 
commodities’ value, namely the value form, then examines the form in which the 
commodities’ value is realised, namely exchange, and finally examines money, or 

the circulation of commodities. In going from form to substance, it displays the 
idea of distinguishing natural relations from social relations throughout the 
analysis, and similarly, in going from substance to form, it also displays this 

idea throughout. 


On one hand, money is a commodity similar to other ordinary commodities. It has 

ite own use value which is due to ite natural material properties. For example, 
gold can be used to fill teeth. It also has ite own exchange value, such as the 
ratio in which gold is exchanged for another commodity. From this viewpoint, it 

is self-evident that the use value and exchange value of the money commodity 
constitute subjects of “Das Kapital.” On the other hand, money is a special 
commodity which differs from other ordinary commodities. In fulfilling ite 

specific social function of serving as a universal equivalent, it acquires a “formal 
use value.” (Marx: “Das Kapital,” Vol 1, p 108) That is, it reflects the value 
of every commodity by iteelf. The money commodity not only displays the dual 
character of possessing its intrinsic use value and an exchange value, but also 
exhibits the “duality” (ibid, p 108) of possessing ite intrinsic use value and a 
formal use value. As 4 material object, the money commodity is not only the material 
depository of exchange value, but is also the material depository of formal use 
value. In this light, the question of including the money commodity as a subject 
under study in "Das Kapital” differs from the question of taking the use value and 
exchange value of commodities as subjects of “Das Kapital,” which we discussed 
earlier. We must further examine the former question. 


The formal use value of the money commodity merely involves human social relations 
alone. tt is a subject under study in “Das Kapital.” However, the intrinsic use 
value of the money commodity, as well as the material objects originating in such 
a use value, are not the subjects under study; they can belong to the scope of 
atudy of “Das Kapital” only when they serve as the material depositories of formal 
use value. It should be particularly noted that the question of taking the 
intrinsic use value and formal use value of the money commodity as subjects of 
“Das Kapital” has its own unique characteristics when it is compared with the 
question of taking the use value and exchange value of ordinary commodities as 
subjects of “Das Kapital.” When we examine the latter, any material object can 
be the material depository of exchange value, so long as it is a product which can 











Satisfy some particular human need by virtue of ite natural properties, Exchange 
value treats ite material depositories without discrimination, Therefore, the 
apecific natural attributes of the material objects which serve as material 
depositories of exchange value as well as the specific nature of the needs which 
they satisfy do not belong to the scope of study of “Das Kapital.” However, when 
we deal with the former question, the situation is different. it is absolutely 
impossible for formal use value to treat its material depositories without dis- 
crimination, Quite on the contrary, it requires the material things which serve 

ae ite material depositories to possess all sorte of special natural attributes 
which enable them to appropriately serve as 4 universal equivalent. Por example, 
it requires these material things to be uniform and identical in quality, eo that 
they can satisfactorily serve as 4 measure of value. It requires them to be 
divisible and capable of being reunited, and to have a high relative value so that 
4@ emall quantity of them in volume can represent a relatively large amount of labor, 
making them an appropriate means of exchange. It requires them to be durable, 

or not easily damaged, so that they can appropriately represent all commodities, 
and so on. Therefore, the various specific natural attributes of these material 
depositories will be stipulated by social relations, and consequently these material 
things will, within certain Limits, bel to the domain of study of “Das Kapital.” 
In the "Manuscripts on Economics (1857-1858)," Marx said: "The study of precious 
metals as the main body or embodiment of money relations certainly does not lie 
outside the scope of political economics, as Proudhon believes it to do. It is 

as the physical properties of colors and marble do not lie outside the scope of 
painting and carving.” (Marx: “Manuscripts on Economics (1857-1858)" in "Collected 
Works of Marx and Engels,” Vol 46, Part I, p 121) 





When the focus of examination in "Das Kapital" moves from commodities and money 
to capital, the natural relations and social relations under discussion as well 
as their interrelationships become increasingly complicated. 


In diecussions of the duality of commodities, use value represents a combination 
of concrete labor and natural material things, and value is the congelation of 
abstract labor. Considering the dual character of the capitalist production of 
commodities, the labor process, which corresponds with use value, appears as a 
movement of the combination of labor force and the means of production, whereas 
the process of producing surplus value, which corresponds with value, appears as 
the movement whereby living labor compensates for the value of labor force and 
creates surplus value. Therefore, when we study the duality of the capitalist 
production of commodities, the natural relations and social relations discussed 
by “Das Kapital” become markedly more concrete than when we study the duality 

of commodities. 


Variable capital, constant capital and the production of surplus value embody 
human social relations and constitute subjects under study in "Das Kapital." 

The labor process, with its subjective factor, namely labor forces, and its 
objective factor, namely means of production, embody natural relations between man 
and material things, and do not constitute subjects under study in “Das Kapital." 
(In the “Manuscripts on Economics (1861-1863)" Marx said: “Just as studying the 
use value of commodities is a task of the commercial knowledge of commodities, 
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studying the actual labor process is a task of technological studies." See 
"Collected Works of Marx and Engels," Vol 47, p 56) Only when the labor process 

is governed by the social relations=--the production of surplus value, only when 
labor force exists in the form of variable capital, and only when the means of 
production exist in the form of constant capital, can the labor process, labor power 
and the means of production be included in the scope of study of “Das Kapital." 
Labor force itself is not naturally a commodity, nor are the means of production 
naturally a kind of capital, They become respectively commodities and capital 

only when they are governed by some particular social relations. 


"Das Kapital” discusses the dual character of the capitalist production of commo- 
dities within the scope of the production of absolute surplus value and the formal 
subordination of labor to capital. The prerequisite for the production of absolute 
surplus value and the formal subordination of labor to capital is that the Labor 
productive forces remain constant. It then suffices to study the “simply, abstract 
elementary factors" of the labor process. However, when our study progresses from 
producing absolute surplus value and the formal subordination of labor to capital, 
to the production of relative surplus value, the prerequisite for which is an 
increase in the labor productive forces, as well as the actual subordination of 
labor to capital, the abstract labor process described above must further acquire 
characteristics pertaining to the mode of production. The mode of production 
refers to the mode in which workers employ the means of production in producing 
commodities. Note that the term “mode of production” used in “Das Kapital" 
differs radically from the same term which is contemporarily and popularly interpreted 
as the unity of productive forces and production relations. We must not mix them 
up. In “Dae Kapital,” the category of abstract labor reflects those abstract 
characteristics which are common to all social labor processes. ("The labor 
process, resolved as above into its simple and abstract elementary factors, is 
human action with a view to the production of use value, appropriation of natural 
substance to human requirements; it is the general condition for effecting exchange 
of matter between man and nature; it is the everlasting nature-imposed condition 
of human existence, and therefore is independent of every social phase of that 
existence, or rather, is common to every such phase." See Marx: “Das Kapital,” 
Vol 1, pp 208-209.) The mode of production, as a category, reflects the concrete 
characteristics of the labor processes at various stages of social production. 
Abstract characteristics are embodied in concrete characteristics. In our consi- 
deration of the abstract labor process, “it is unnecessary to represent our laborer 
in connection with other laborers. It suffices to have man and his labor on one 
side, and nature with ite materials on the other." (ibid, p 209) In studying 

the mode of production, we must consider the specific modes in which different 
laborers with different skills employ various means of production with different 
efficiency in coordinated production, and therefore we must consider the relation- 
ships between the laborers in production. Compared with the category of the 
abstract labor process, the mode of production as a category not only embodies 
more concrete natural relations between man and material things, but also embodies 
the natural relotions between mar and man, such as coordination, division of labor 
and so on, which are not embodied in the abstract labor process. Natural relations 
between man and man differ from social relations between man and man. The former 
are directly derived from the natural relations between man and material things, 
and are subordinate to such relations. The mode of production together with the 


natural relations between man and man which it embodies, are not subjects of study 
in "Das Kapital;" it is only when they appear within the limite prescribed by social 
relations that they merit study by "Das Kapital." 


When "Das Kapital" examines relative surplus value, the natural relations which it 
discusses are more concrete than when it examines absolute surplus value. Moreover, 
when it examines relative surplus value "Das Kapital" discusses in more concrete 
terme the interrelationships between natural relations and social relations than 
when it examines absolute surplus value. When it examines the interrelationships 
between natural relations (the labor process) and social relations (the production 
of surplus value) from the viewpoint of the production of absolute surplus value, 

it emphasizes that natural relatious (the labor process) are universal relations 
common to all societies, that natural relations are the prerequisite for social 
relations, and that social relations represent social characteristics which are 
imposed on natural relations. However, when it examines the interrelationships 
between natural relations (the mode of production) and social relations (the 
subordination of labor to capital) from the viewpoint of the production of relative 
surplus value, it cannot merely talk about the universal nature of natural relations 
(the labor process); it must now also emphasize the specific properties which 
natural relations (the mode of production) acquire at certain stages of capitalist 
society, as well as the modification of social relations by natural relations or 
the other way round. 


"Das Kapital" discusses in detail how the capitalist mode of production (natural 
relations) and the subordination of labor to capital (social relations) modify 

each other. In the phase of simple coordination, capital could subordinate labor 

to itself only under the historically prescribed technical conditions, and could 

not yet directly bring about a change in the mode of production. Therefore, at 

that time, the existing capitalist mode of production was not the mode of production 
peculiar to capitalism. There was no essential difference in the mode of production, 
aside from the formal subordination of labor to capital, between the capitalists’ 
workshops and the workshops of craftsmen who were guild members. However, with 

the development of the formal subordination of labor to capital, the mode of produc- 
tion gradually changed, and a new mode of production, workship handicrafts, was 
formed, which differed radically from the old mode of production, guild handicrafts. 
Marx called this new mode of production the special capitalist mode of production, 
because it was peculiar to capitalism. Under this mode of production, the real 
subordination of labor to capital occurred. Moreover, this real subordination in 
turn was the catalyst for the creation of » developed special capitalist mode 

of production, namely capitalist large-scale industry which employed machinery, 

and so forth. 


It is of special significance that "Das Kapital" applies the idea of distinguishing 
the mode of production from the subordination of labor to capital in the analysis 
of the duality of capitalist management. On one hand, capitalist management is 

“a special function which is due to the nature of the social labor process and 
peculiar to that process,” and thus belongs to the category of the mode of produc- 
tion. On the other hand, it is a function due to “the unavoidable antagonism 
between the exploiter and the raw materials he exploits," and therefore belongs 

to the relations of the subordination of labor to capital. (See Marx: "Das 
Kapital,” Vol 1, p 368) This tells us that the mode of production represents 








the natural relations between man and material things as well as their direct 
derivative, namely the natural relations between man and man. It does not manifest 
any class character, The subordination of labor to capital solely represents 
social relations between man and man, and exhibite a marked clase character. When 
4 socialist country takes capitalist management for reference in ite enterprise 
management, it must strictly distinguish between the two components of the two- 
fold character of capitalist management. It may adopt to a certain extent the 
natural relations governing such management, but must resolutely forsake the social 
relations embodied in such management. 


When "Das Kapital” progresses from etudying an isolated process of producing 

capital to studying the reproduction of capital, it further adheres to the idea 

of separating natural relations from social relations. Considered in termes of 
natural relations, the reproduction of capital represents the cyclical movement 

and continuous renewal of the labor process. Considered in terme of social relations, 
it represents the process of producing surplus value, which is cyclical and is 
constantly renewed. As the reproduction of capital continues, the mode of produc- 
tion changes and the subordination of labor to capital deepens. 


When "Das Kapital” examines an isolated process of producing capital, it distin- 
guishes between labor power and variable capital, as well as between the means of 
production and constant capital. When it proceeds to examine the reproduction of 
capital, it further distinguishes between the technical composition of capital and 
the value composition of capital. The technical composition refers to the ratio 
between the quantities of two categories of things which play a role in the labor 
process, namely, the means of production and living labor. The value composition 
refers to the ratio between the quantities of two categories of things which play 
a role in the production of surplus value, namely, constant capital and variable 
capital. Upward movements in the technical composition will markedly reflect 
development in the mode of production. Upward movements in the value composition 
will markedly reflect deepening subordination of labor to capital. 


When "Das Kapital" examines the isolated process of producing capital, it explains 
that with the development of the mode of production, the formal subordination of 
labor to capital changes over to real subordination. When it examines the reproduc- 
tion of capital, it explains that under the condition of simple reproduction, not 
only the workers’ productive consumption, but also their personal consumption, are 
subordinated to capital; and moreover, under the condition of capital accumulation, 
the surplus population becomes an industrial reserve army absolutely subordinated 

to capital, so that the employed population also becomes an ndustrial army in 
active service, that is, absolutely subordinated to capital. 


The first volume of "Das Kapital” makes use of the idea of the interrelationship 
between natural relations and social relations, and finally discusses the historical 
trends of capitalist accumulation. From the viewpoint of the mode of production, 

we can see the development, on an ever extending scale, in the cooperative form of 
the labor process, in the conscious application of science to technology, and in 
the transformation of the instruments of labor into instruments of labor only 
usable in common. From the viewpoint of the subordination of labor to capital, 

the number of capital tycoons constantly diminishes, the extent of misery, oppres- 
sion, slavery, degradation and exploitation grows, and the revolt of the working 








Clase, whieh always imereases in numbers, arewe, Consequently, “the menepely of 
Capital becomes 4 fetter upon the mode of production, whieh hes sprung up and 
flourished along with, and wader it, Centralisation of the means of production 
and socialisation of labor at last reach « point where they become incompatible 
with their capitalist integument, Thie integument is buret asunder, The knell 
of capitalist private property sounds, The expropriaters are expropriated,” 
(Marx: “Das Kapital,” Vel 1, pp 831-852) 


Chapter 1, Velume 1 of “Das Kapital” represents 4 process in which the idea of 
distinguishing natural relations fram secial relations is employed —— 
which proceeds from discussing commodities’ forme to discussing their ° 
and then goes back from discussing their substance to discussing their forme. 

The whole of "Das Kapital” in three volumes also represents 4 process in which the 
idea of distinguishing natural relations from social relations is consistently 
adhered to, and which goes from discussing the form of capital te diseussing ite 
substance, and then goes on to discussing ite form again. A breakdown of the 

three volumes of “Das Kapital” reveals that Part.1, Volume | deale with commodities 
and money, the elementary forme of capital; Part 11, Volume | etudies the general 
formula for capital, or the universal form of capital; Parte iii te Vil, Velume i 
examine the direct production of capital, or the substance of capital; and Volumes 
2 and } examine the circulation of capital ae well as the overall process of 
capitalist production, of the conerete forme of capital. (The whele of "Das 
Kapital” in three volumes goes from aan a ay and then to form again. 

in the final analysis, thie is 4 process mae & om SS rom the abstract to the concrete. 


Please see my article on this question: the Logical Struc . 
the Political Reonomice 


in Volume 1 of “Collected Papers on Beonomice” compiled by 
Department of the Beijing Teacher University, the Chinese Social Sciences 


Publishing House 1980 edition, pp 126-163.) 
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On page 51, Volume VII of hie notes in "Manuscripts on Beonomice (1857-1858) ,” 
Marx wrote: “Political economics studies the specific social forme of wealth, or 
rather, the specific social forms of the production of wealth. The material of 
wealth, whether it is subjective, such as labor, or objective, such as objects 
which satisfy natural or historical needs, appears in the first place as something 
common to all epochs of production. Therefore, this material in the first place 
appears ac 4 simple prerequisite, which is completely outside the scope of political 
economics. This material belongs to ite scope of study only when it is altered 
by formal relations or when it appears as something which alters these form 
relations. The general expositions on thie area are weually limited to some 
abstract concepts. In the early attempts of political economics, these concepts 
were of some historical significance, because at that time people were still very 
arduously abstracting various forme from material, and were still etriving to 
establish these concepts as special objects of study. Later, these abstract 
concepts became dull platitudes. The gore they were disguised as something 
ecientific, the more disgusting they became. This is true of all that empty talk 
concerning the category of ‘wealth’ by the German economists.” (Quoted from 
“Collected Works of Marx and Engels,” Vol 46, part 2, p 383, with slight altera- 
tions to the original German edition.) This exposition is absolutely consistent 
with the idea concerning the subjects of study which runs through the whole of 
“Das Kapital,” which we hawe analysed above. 
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lwe peiats in thie exposition must be noted, 


i, tt empleye the pair of terms: material and forms. tn the histery of 
philesephy, thie pair ef terme had been in general use since the time of 
Yor example, copper ie the material of 4 copper statue, and the 6: .tue is 
ef copper, Hegel alee incorporated these terme in the system in hie works, 
“Legic,” Marx eritioally adopted the rational elements of past philosophy and used 
these terme in hie analysis of the subjects of political economics, new 
meanings to them, Consequently, we oan use these terme to establish the idea 
concerning fatural relations and social relations, which runs 
What we call natural relations include: objective relattons, 
subjective relations, sueh ae concrete labor, relations sol ely 
material things, such ae the abstract labor process, and relations 
involving man and material things a6 well a6 man and man. lhese relations ai) 
belong to the category of material, All seeial relations belong to the category 
of formes, whether they are abstract or relatively abetract, such as value, or are 
relatively conerete, euch ae the real subordination of labor to capital. Thus, 

we can separate material and forme as 4 pair of categories from another pair of 
categories abundantly employed in “Das Kapital,” namely eubstance and fore, These 
two paire of categories differ radically, The first pair reflect the dietinetion 
between natural relations and social relations. The second pair reflect the 
distinction between internal existence and external manifestation. Por example, 
the relationship between use value and exchange value is that one is the ial 
and the other is the form, For exchange value and value, one is the form and the 
other is the substance. In German, the meaning of “f as 4 tere ing 
to material differs from ite meaning when it is 4 term corresponding to substance. 
Therefore, for the convenience of differentiation, the same term should be 
translated into different Chinese terme according to specific circumstances. 
“Material” appeare as “stoff" in German, and the Chinese rendition usually means 
“material.” However, because of such a rendition, people are prone to understand 
it a8 simple objective matter, and do not understand it as subjective labor or as 
certain relations. 















2. Marx's exposition saye: “This material belongs to ite scope of study only when 
it ie altered by formal relations or when it appears as something which aitere 
these formal relations.” We have mentioned that when we discuss the production of 
absolute surplus value, we @ust etrese the universal nature of natural relations 
(the labor process), and emphasize the role of natural relations as prerequisites 
of secial relations as well as the social characteristics imposed on natural 
relations by social relations. When we discuss relative surplus value, we aust 
emphasize the specific characteristics of natural relations (the mode of produc- 
tion) as well as the modification of social relations by natural relations or the 
other way round. Now, we use the terms material and form to make the following 
generalization: when we discuss the relations between material and fora, we 
sometimes emphasize the universality of material, and sometimes emphasize ite 
particularity. Universality does not embrace particularity, but particularity 
must necessarily embody universality. When we emphasize the universality of 
material, material ie the material basis of forms, and forme are social charac- 
teristics imposed on material. When we emphasize the particularity of material, 
either the form causes material to change, a6 exemplified by the relations between 
use value and exchange value, between concrete labor and abstract labor, between 








the material of money and money relations, and so onj of, material causes Ove fore. 
te change, a8 exemplified by the relation between the mode of production and the 
subordination of labor to capital, the relation between “centralisation ef the means 
of production and socialisation of labor” and “their capitaliat »” 

whieh ie diseuseed in the chapter on the histerical trends of cap jet accumie= 
tien, and se on, (Marx: “Das Kapital,” Vel 1, p 831) The last one in our list 

of examples, expressed in popularly used modern terminology, is the relation 
between the productive forees and production relations, 


if we say that the discussion of the relationship between use value and 

value in Chapter 1, Volume | of "Das Fapitel” (see Marx: “Das Kapital,” Vel i, 

p 48) emphasizes the universality of material, then the exposition that we have 
quoted from page 51, Volume Vil of "Manuscripts on Reonomics (1857-1858)" emphasises 
the particularity of material, Thie is the great significance of this exposition, 


Let us now reexamine the words in the preface to the first edition of Volume 1 

of “Das Kapital”: “In thie work I have to examine the capitalist mode of produc- 
tion, and the conditions of production and corresponding to thet mode,” 
in the firet place, it should be pointed out the “conditions of production” 
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here must never be interpreted ae the unity of the productive forces and production 
relations; they actually belong to the category of natural relations or material. 
Therefore, these words can be interpreted only in terme of the idea of the relations 
between material and forms. The “capitalist mode of production” is a material 

with many wide ranging connotations. It not only includes successively alternating 
cooperation, division of labor and machinery, but aleo includes materiale with 
narrow or relatively narrow intension, such a6 use value, concrete labor, the labor 








process and so on. It is in iteelf 
lt ie ineluded in ite scope of et 
or when it appears ae something which alters these ions. “Das Kapital” 
studies the capitalist mode of production for the sake of studying the relations of 
production and exchange corresponding to mode 

mode of production in "Das Kapital” is 1 

capitalist relations of production and exchange. Our country's economists hold 
two contradictory views on these words in the preface to the first edition. One 
view holds that production relations (in the broad sense, including relations 

of exchange and distribution and eo on) are a subject of political economics. 

The other view holds that the aode of production (interpreted ae the unity of the 
productive forees and production relations), and hence productive forces, are 
subjects of political economics. 
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| am in favor of the firet view, because it is compatible with the idea concerning 
the subject of exposition in “Das Kapital.” This view naturally embodies the 
following implication: the productive forces (belonging to the category of material) 
themselves do not constitute a subject of political economics; they belong to the 
scope of political economics only within the limite prescribed by the necessity of 
studying production relations (which belong to the category of forms). This view 
does not neglect or despise the role or study of the productive forces, a6 some 
comrades claim it to do in their eriticiem. This view firmly holds that the 
productive forces are the material basis of production relations, the productive 
forces can be a factor which alters production relations, and they can also be 
altered by production relations. This is clearly verified by the brilliant 





expositions ef “Das Kapital” en the laber preeess and the mode of production, as 
well as by the vast amount of study on natural and technolegical 
taken by Marx for the sake of writing “Das Kapital.” “Of course, 
videretend thie view mechanically, and therefore absolutely exclude the productive 
ferees from pelitical economics, and radically deny that the produetive forces, 
which are preseribed by production relations, belong to the seepe of 

political economics, then they will have committed an error and will have violated 
the idea concerning the subject of exposition in “Das Kapi 


i think the view that the mode of production, and hence the productive forces, are 
subjects of political economics, is incorrect. If we f 
that the productive forces constitute 4 subject of political economics 
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ae the 
statement that the productive forces, which are prescribed by production relations, 
belong te the seepe of study of economics, then it seeme that there is no 


for uch critielem, However, it should be pointed out that if thie 
not appropriately qualified, then it will be enesided or even 
onesided because it neglecte the fact that the productive forces 
cometitute a eubject of political economics, and therefore it violates 
concerning the subject of exposition in “Das Kapital,” which consists of 
indispensable elements: first, we gust negate that material iteelf is a 
under study, and second, we must affirm that material belongs to the scope 
if it is preseribed by forme. We say the formulation is incorrect because 
lead we to think that the productive forces and production relations are two 
absolutely parallel subjects of political economics, with the consequence that 
boundaries between political economics, technological eciences and certain sec 
economic studies and so on will be blurred, so that political 

the field of activity that ie peculiar to iteelf as 4 science. We must realize 
that the right of a ecience to exist independently depends on ite ability to 
demarcate iteelf from other related branches of learning according to the subjects 
peculiar to iteelf. (written in December 1980) 
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[Article by Ge Quaniin [5514 3123 2651): “De « Good Job of Purchasing Agricultural 
Subsidiary Products and Promote Economic Readjustment" | 


(Text!) Since the convocation of the M4 Plenary Seesion of the Lith Party Central 
Committee, work in the rural areas hae eliminated “leftiet" mistakes. A serics 
of major policy decisions and the inetructione contained in the two documente on 
agriculture teeved by the central authorities have been earnestly carried out. 
Thies hae effectively aroused the enthusiess of the 









facilitating comparatively fast resumption and 
production. 





icultural subsidiary producte purchased by the 
percent sore than in 1978. Compared with 1979, 


crops as ton, oil-bearing crops, sugarcane, 


1980, despite serious natural disasters in 
and bluish dogbane almost reached 
the production of agricultural subsidiary 
The amount of purchase in 1980 registered 4 17.9 percent 

previous year. Of the 399 major agricultural subsidiary products, 25 (including 
cotton, ramie, silkworm cocoons, tea, cattle hide, sheepskin, red dates, 
and tangerines, chrysanthemums and edible fungi) sold more in 
previous year, while 12 products, including cotton attained the 
The commune brigades and the masees of peasants enthusiastical 
subsidiary products to the state in 4 new way to contribute to 
construction. 







With the development of the situation in recent years, there heave new 


been 
changes in the rural economy in the course of readjusting the national economy. 
The internal economic etructure of agriculture is being actively and steadily 
readjusted, and the production of foodstuff, cash crops and sideline products in 
commune members’ households is 4 trend that is being fully developed. Market 
regulation has been brought into play under the guidance of the state plan. The 
situation where there is only a single channel and sonopoly has changed, and the 
market has become active. While some commune brigades have started operating 





Collective businesses, some regions have introduced joint agricultural tadustrial 
Commercial enterprises on an experimental basis, At the same time, the situation 
of divided administration and regional bleckade is undergoing 4 change and there 
is 4 gradual resumption of the traditional circulation channels, 


Nowever, with these new situations and cha in our agricultural economy, new 
problems have cropped up in the purchase allocation of agricultural subsidiary 
products in agricultural business, At present, there are three outetanding probleme 
in the purchase of agricultu. | subsidiary products, (1) While peasants demand that 
they should sell some of the major agricultural subsidiary products whieh are in 
short supply themselves, other departments try in many waye to meddle 
these products, affecting the completion of the etate plane and the control of sore 
commodity sources. Por example, more than 400,000 tone of tea were sold in = 

by commune brigades accounting for 10 percent of the total purchase by the « 

in 1980, the amount of tea sold by the comune brigades further increased by a. 
50 pereent over the previous year. (2) Some producing areas demand greater reten- 
tion of those agricultural subsidiary producte that are in short supply, and they 
refuse to transfer the products according to the estate plan. As the agricultural 
subsidiary products urgently needed by the state are retained in their producing 
areas, local industries and commune brigades set up duplicate plante for processing 
and produce blindly, competing with major etate=-run plante for raw materiale. 
Thus, “the new are competing with the old,” “the emall ones are _ Competing with the 
large ones,” and “the backward are competing with the advanced,” causing serious 
shortages in the supply of the raw materials 
baees and technically advanced enterprises. 
of cotton handed over to the state in 1979 
amount of flue-cured tobacco handed over to 
than that in 1979, and only 87.7 percent of 
carried out. As regards wool, the amount handed over AO 
than that of the previows year, 4 level which wae the same as that 
production of quality woe! also decreased. Thirty percent less cattle hide 
handed over to the state in 1980 than in 1979 and the quality aleo deteriorated 
While the proportion of substandard cattle hide increased. 

raw materials, euch as tea, raw lacquer, tung ofl, rosin, feather, handmade paper, 
punt=pole and reed mat, handed over is getting emaller and smaller. The amount 

of wool transferred in 1980 to carpet — 4— in other cities only = haif 



























68 million dan. But because of the insufficient annual allocation of unginned 
cotton, only one-third of these factories are operating. At present, there are 
about 180-odd emall tobacco factories outside the plan, consuming f 
of an annual amount of 1 to 2 willion dan. (3) ———— =o 
agricultural subsidiary products is sot strict enough and prices are inconsistent. 
Take 40 of the category one and two agricultural products managed 

supplies and sales communes for instance. Sixteen (40 percent 
their prices raised by some localities either in an overt or covert way. 
some of the agricultural subsidiary products of category two are in short 
and there is 4 comparatively large gap between the list price and the market 
price, certain unite compete with one another in purchasing these products 
pound at the market as well as the estate plan, ignoring the state 
management. For example, flue-cured tobacco is 4 commodity centrally purchased 
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by the state, and a unified price has been set. Howeve:, email plants run by 
many localities and commune brigades meddle at will. Some even go out te purchase 
the commodity of a lower grade at 4 higher price. it is understood that the 

price is generally 20 to 25 percent higher than the list price set by the state, 


Vader the policy of readjusting, restructuring, consolidating and improving, 
readjustment is the key link, It is a task of top priority and overall importance 
to earnestly grasp readjustment well, strengthen the state planned guidance of 
macroeconomics and step by administrative interference to ensure the stability of 
the national economy, Hut at the same time, the initiative and enthusiasm of 
enterprises should aleo be brought inte full play under centralized and unified 
guidance to activate the economic work, Therefore, as far ae the policy regarding 
agricultural subsidiary products is concerned, the policy of overall consideration 
and suitable arrangements must continue to be implemented. We must adhere to the 
principle that the interests of th: estate, the collective and the individual must 
all be protected and set out reaso.wble purchase assignments so that timely purchase 
and simultaneous arrangements can be made. What should be purchased must be bought 
in time as to the products which are to be used as industrial raw materiale, 

efforte should be made to meet the demands of our national construction. Also, 

an appropriate amount of what should be retained must be kept to satisfy the needs 
of agricultural production and the peasants. At present, while protecting the 
interests of the peasants, we must step up publicity on education on the ideas 

of the country, the overall situation and planning, and we must stress that peasants 
are under obligation to support the national economic construction and to contribute 
to the four modernizations. The state must persist in adopting the policy of state 
monopoly for purchase, aceigning purchase (unified purchase) and negotiated purchase 
for agricultural subsidiary products. This policy wae gradually formed in the 
early fifties, and with the needs of the development of production and the economic 
construction, it has been subjected to steady readjustment. For many years, this 
policy has played 4 positive role in ensuring that the basic needs of the national 
construction and of the people's livelihood are met. From now on, the variety of 
commodities assigned or negotiated for purchase can be appropriately revised 
according to the change in the needs of production and the market during the 
readjustment of the national economy. As to the problem of unreasonable purchase 
prices for certain commodities, it should be solved step-by-step and in a planned 
way eo that the price parities between agricultural subsidiary products will gradually 
become rationalized. 





(1) /Continue adhering to the policy of state monopoly for the purchase and 
marketing of food, cotton and oil-bearing crops of category one./ [Slant lines 
denote boldface type] At present, commodity grain makes up about 20 percent of 
the total output of ford. With an average of 630 jin of food per capita, the level 
is rather low. Purthermore, there is a serious imbalance between bumper and poor 
harvests. The average production of edible oil per capita is only 5 jin. This 
means that the high production level attained after the liberation has not been 
regained, and the contradictions between supply and demand are still very acute. 
Therefore, the policy of state monopoly for purchase and marketing and of unified 
allocation of food and edible oil must be adhered to over a long period of time 
to ensure that the basic needs of production as well as consumption are met. 

On the premise of ensuring the fulfillment of state purchase and over-purchase 
quotas, country fair trade of food and edible oil can be opened up in 4 planned 











and orderly way. These commodities can be purchased and seld at negotiated prices 
to provide a supplementary channel for the state to control food and edible oil 

and increase their preduction, To better handle the relationship between the state 
and the peasante and further stabilise the burden of the peasants so that arrange- 
mente for the production of the various crops can be made by production brigades, 
some regions are considering adopting for state over-purchase quotas of food a 
stable method which will remain unchanged for several years, just as they do for 
the state purchase base. 


As regards cotton production, the average amount at present is only 5 jin per 
capita. To promote production in thie area, the state has in the past few years 
increased the purchase price steadily, overpurchasing WO percent at an increased 
price, in addition, the state aleo took out 1 billion jin of food and 1 million 
tons of urea (i.e. in exchange for 4,000 jin of grain) to ensure the grain ration 
for peasants engaged in growing cotton, The state further stipulates thac starting 
in 1981, the base for purchase should be 40 million dan, Of the overpur chased 
portion, 1 jin of cotton may be exchanged for 2 jin of grain. Consequently cotton 
production has been greatly promoted. in the future the policy of state monopoly 
for purchase and marketing will etill be adhered to ae far ae cotton is concerned, 
The supply and marketing cooperatives will be reeponsible for unified purchase, 
allocation and distribution, Cotten, yarn and handwoven cloth are strictly banned 
from country faire. Cotton mille are not allowed to use cotton yarn or cotton 
cloth to barter for cotton privately owned by members. The supply and marketing 
cooperative should actively carry out the work to purchase or barter for cotton 
privately owned by its members. All cotton-; roducing areas should proceed in 
accordance with the estate plan to transfer tle required amount and quality of cotton 
on time. 


(2) /Adhere to the policy of assigned purchase (unified purchase) of category 

two products and strengthen unified management./ ([Slantlines denote boldface 
type] Important industrial raw materials such as flue-cured tobacco, jute, bluish 
dogbane, ramie, tea, animal products, silkworm cocoons, sugar-cane and beete 
account for more than half of the amount of purchase of agricultural subsidiary 
products, while export materiale for foreign trade account for another 20 percent 
or so. About 70 percent of the raw materiale for the entire light and textile 
industries are supplied by rural areas. Thies indicates that agricultural products 
occupy an important position in industrial materials. At present, many producte 
are unable to satisfy the needa of industrial production. But in recent years, 
quite a number of producing areas have set up some small plants, competing with 
those big industries for raw materials, resulting in 4 great waste in resources. 
The city of Zhangjakou has been known for a long time as the “leather metropolis” 
of our country, and it is internationally renown for ite unique technology of 
degreasing, dyeing and burdening. It has five leather processing factories with 
a processing capability of 8,500,000 sheets of leather. But as only 5, 500,000 
sheets of leather are produced in the entire region, it is capable of processing 
more than it can produce. Nevertheless, the counties and compune brigades have 
blindly set up more than 300 leather-processing factories. As a result of competi- 
tion for raw materials from emall plants, big plants with better techniques and 
technological equipment are forced to partially suspend production. The annual 
output of cattle hide of our country is more than 5 million sheets and yet the state 
can only purchase about 4 million of them. To meet the demand of our industry and 
our national defense, the state is compelled to import 1 million sheets. 














To ensure the fulfillment of the state plan for purchasing agricultural subsidiary 
products and allocation as well as the adequate supply of the raw materiale required 
for the state's major processing industries, the necessary administrative measures 
should be implemented to strengthen management, Unified policy, planning and 
purchasing must be adopted for category two agricultural subsidiary products 
according to the estate requirements, The requirements that prices should be 
controlled according to the grades of the products and that localities must not 
alter the prices of category two agricultural subsidiary products without prior 
approval should be reiterated and adhered to, Management techniques should be 
introduced, Gommune brigades should not be allowed to sell those important 
industrial raw materials and goods and materiale for export, nor should the 
departments which are not in charge be allowed to go to rural areas for purchases 
on their own, There will be no negotiated purchases and sales. Areas producing 
raw materiale must give due consideration to the overall situation and ensure that 
the allocation quotas are fulfilled as planned, The entire country should ensure 
that the requirements of such bases for light and textile industries ase Shanghai 
and Tianjin are met, while all the provinces and regions should within their 
jurisdiction protect the Light and textile industries in cities where these 
industries are concentrated, With raw materiale producing areas meeting the 
requirements of existing industrial bases, funde will be accumulated for the country 
in 4 faster way, and the needs of the marret within the country and exporte will 
be better satisfied. The policy of bringing superiority into play must be correct 
and understood. At present, on the premise that the proportionate relationship 
between the different sectore of the national economy must be readjusted, the 
policy must be implemented step<by-step and in a planned way. There must be a 
rational distribution of the processing industry so that it can enjoy coordinated 
development. in addition, full use should be made of the economic lever for 
regulation and supervision. Now that the state has made provisions not only 
regarding the reallocation of the tax burden among rural commune brigades, enter- 
prises, commerce and industry, but aleo regarding the strengthening of management 
of finance, credite and prices, a1] localities and departments should conscientiously 
comply with these provisions. 


To mobilize the enthusiasm of the compune brigades to develop production as well 

as that of raw materiale-producing areas, a diversified method of joint ventures 
has been introduced in some regions, with a portion of the operating and processing 
profite going to raw materiale-producing areas and peasants. For instance, a 
number of regions have adopted a variety of ways for finish machining of tea. 

Some of these regions have set down 4 base, and the greater part of the profit 
derived from processing the portion sold to the state in excess of the base will 

be returned to the commune brigades. Others return part of the processing profit 
derived from the actual amount purchased. The supply and marketing cooperatives 
of many localities set up commodity bases together with production brigades, engaging 
in joint ventures of agricultural subsidiary products. Moreover, they organize 
joint ventures of transprovincial production unite. With the setting up of the 
joint ventures, better results have been achieved through dividing up the profits 
between the supply and marketing cooperatives of higher and lower levels, production 
and marketing areas and similar industries and enterprises. Practice has proved 
that setting up joint ventures is an economical way to develop th> commercial 
production of agricultural products and expend circulation of commodities. There- 
fore, joint ventures should be positively developed in line with local conditions. 











(3) /The system of negotiated purchase and sales for category two agricultural 
subsidiary products should continue to be developed./ At present, products of this 
category account for about 20 percent of the total amount of agricultural subsi- 
diary products purchased, The characteristics of these products are that they have 
great variety, they are widely dispersed, and their supply and demand are seasonal 
and change quickly, Ase far as these products are concerned, it is neither possible 
nor necessary for the state to introduce unified arrangements, plans, prices, 
purchases, allocation and supply. It follows that we should have a flexible and 
diversified economy, Use should be made of the law of value and the market 
mechaniem in accordance with the supply and demand situation in the market and the 
syatem of negotiated purchase and sales should be developed so that business can 
have 4 rapid turnover, In the past year or eo, localities have developed one after 
the other the system of negotiated purchase and sales according to the specific 
policy of the central authorities and the State Council. This has played a 
positive role in promoting the production of agricultural subsidiary products, 
expanding commodity circulation and activating city and rural markets. Statistice 
in 12 provinees show that during the first half of 1980, the value of negotiated 
purchase amounted to more than 750 million yuan, accounting for 23 percent of the 
total amount of purchase for agricultural subsidiary products during the same period. 
The value of negotiated sales amounted to more than 700 million yuan, making up 

8 percent of the net total amount of sales in the country for the same period, and 
most of the products involved were of category three. Statistics on 26] agricultural 
subsidiary products produced in 13 provinces and cities show that, compared with 
the corresponding period of 1979, the negotiated purchase price in the first half 
of 1980 wae on the average 7.8 percent less. From now on, we should give correct 
guidance and introduce necessary management techniques in accordance with the state 
policy to further develop the negotiated purchase and sales of category three 
agricultural subsidiary products. 


A reasonable grasp of the negotiated purchase and sales prices of category two 

is an important factor in ensuring basic stability of market prices. The negotiated 
purchase and sales prices of category three products should be set on the general 
principle that while the prices should be favorable to the promotion of production 
development, the interests of the state, producers and consumers should also be 
taken into consideration. The negotiated purchase price should be less than that 

of the commodities of the same kind in the country fair, and the sales price should 
be set on the basis of the negotiated purchase price after inclusion of a reasonable 
amount of charges and small profits, adhering to the principle of conducting business 
at emall profits. Presently the requirements set by the State Council in 1980, 

as spelled out in “The Notice in Respect of Strictly Controlling Prices and 
Consolidating Negotiated Prices," must be earnestly complied with to ensure the 
basic stability of market prices. To prevent a sudden and sharp increase in the 
prices of certain commodities in short supply, we must proceed from reality and 
adopt the necessary administrative measures. For those centralized production 

areas with assigned purch-se quotas for a few important category three products, 

the state should continue to purchase some of them so as to ensure an adequate 
supply essential to the cities. Other units which have to make purchases should 
register with the local administrative departments of commerce and industry, 

conform to unified management and let the departments in charge distribute the 

goods available in a unified way. As for category one cotton and certain important 
industrial raw materials and category two export goods and materials in excess 








of the quantity or amount needed to fulfill the state plan, there should be no 
negotiated purchase or sales to ensure that the state requirements are met. As 
for products in categories one and two which are permitted to be put on sale in 
the markets after fulfilling the state plan, each locality can conduct negotiated 
purchase and sales according to che local needs when approval has been given by 
the provincial and city authorities as well as by the government of the people of 
autonomous regions, but negotiated purchase and sales must be atrictly controlled, 
Certain restrictions on prices must be clearly set to protect the interests of the 
producers and the consumers, Negotiated purchase and sales should be conducted 

in a planned way in line with the local conditions. The actual producte for 
negotiated purchase and sales should be made known to the public. 


In short, the policy of purchasing agricultural subsidiary products must be adhered 
to and the unified management of products in categories one and two for assigned 
purchase and for state monopoly purchase should be reinforced to facilitate the 
steady development of the economy. At the same time, the negotiated purchase and 
sales of category three agricultural subsidiary products must be generally developed 
under the guidance of the state plan to further enliven the market. Continuous 
efforts must be made by the departments concerned to understand the new situation 
and solve the new problema so as to firmly and effectively control the purchase 

and management of agricultural subsidiary products and promote a steady development 
of agricultural production. 
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DOMESTIC TRADE 


RURAL COMMERCIAL NFITWORKS--Nanjing, 26 Jun (XINHUA)--A national conference on basic 
work for supply and marketing cooperatives is being held in Wujin County, Jiangsu. 
It is learned from the conference that the present total number of commercial net- 
works and posts in the countryside has surpassed the 1957 record, and a socialist 
rural basic commercial network has been formed in China. This includes retail, 
catering, service and repair trades. In 1980, the number of such rural commercial 
pointe reaches 1.2 million, with 5.47 million workers. This includes 820,000 owned 
by the whole people, 170,000 run by collective enterprises and 230,000 run by indi- 
viduals. [Beijing XINHUA Domestic Service in Chinese 1243 GMT 26 Jun 861) 


CONSUMER GOODS--Beijing, 27 Jun (XINHUA)--China's industry has stepped up the 
development of the production of consumer goods. In the past 2 years, state 
investments for textile, light, electronic and other consumer goods-making indus- 
tries reached more than 6 billion yuan. This is about 17.9 percent of the total 
state investments in industry. In addition, the state and localities provided 
funds and loans totaling some 5 billion yuan to these enterprises in 1980 for tech- 
nical innovations. The 1980 output of television sets reaches more than 2.2 
million, and the combined 1979 and 1980 output of bicycles, sewing machines and 
wristwatches is respectively 13 million, 7.5 million and more than 22 million. 
[Beijing XINHUA Domestic Service in Chinese 0056 GMT 27 Jun 81) 


MARKET INFORMATION FEEDBACK NETWORK--Shanghai's first market information feedback 
system for 12 key industrial products was formally established on 7 May 1981. 
This network, comprising 26 businesses, is set up to provide information on such 
industrial consumer goods as wristwatches, bicycles, sewing machines, radios, tape 
recorders, bed sheets, furniture, etc. A monthly report will be issued in which 
statistical analyses will be made of sales conditions and questions of quality. 
[Excerpt] [Shanghai JIEFANG RIBAO in Chinese 8 May 81 p 1] 


CSO: 4006/385 














POREIGN TRADE 


PRC JOURNAL ON SHANGHAI ECONOMY, FOREIGN TRADE 
HKO30144 Beijing SHIJIE JINGJT in Chinese No 5, 10 May 81 pp 54-55 


[Article by Wang Daohan (3076 6670 3211); "The Shanghai Economy and the Develop- 
ment of Ita Economic Relations with Foreign Countries") 


[Text] Shanghai is one of the biggest cities in our country. Over the past 
century, Shanghai has developed into the biggest city in our country. There are 
many historical reasons, some of which are closely linked to its economic and 
geographical position. Shanghai is situated at the mouth of the Changjiang, the 
biggest river in our country. The Changjiang basin is the richest region in our 
country and the Changjiang leads directly to Sichuan, the land of plenty. Shanghai 
is the largest port in our country and has close connections with Hong Kong and 
various countries in Southeast Asia, America, Africa, Australia and Europe. Before 
liberation, Shanghai was called the “paradise for adventurers" and was a semi- 
colonial and semifeudal city. Since its transformation after liberation, it has 
already become the biggest city with modern industries and developed commerce in 
our country. The economic, political, cultural and scientific and technological 
ties between Shanghai and various countries in the world are getting closer every 
day. There are more contacts and Shanghai plays an increasingly important role in 
the development of the world economy. 


At present, there are more than 10 million people, more than 7,000 factories and 
more than 4 million employees in Shanghai and its suburbs. There are also more 
than 370 research organizations for scientific technology which are closely inte- 
grated with production. There are all kinds of light and heavy industries with 
equipment of a fairly high technological level and great capacity for the design, 
manufacture and coordinated assembly of the parts. It not only has a relatively 
developed light textile industry with a certain technological level but also other 
industries such as metallurgy, machine-building, chemical industry, shipbuilding 
and so on. The present output of steel exceeds 4 million tons per year. Petro- 
chemical industries such as synthetic fiber, synthetic rubber and synthetic 
plastics are also rapidly developing. In Jinshan County at the mouth of Hangzhou 
Bay, the Shanghai General Petrochemical Plant was set up, producing 150,000 tons 
of synthetic fibers and 140,000 tons of plastics a year. The machine—bui lding 
indus t: \ produce complete sets of equipment for power stations under 300,000 
kilos . aplete sets of large-scale smelting equipment, steel rolling mill 
equipment ‘1 refinery equipment, chemical fiber equipment and many kinds of 
percision machine tools, motor vehicles and seafaring freighters over 10,000 tons 
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and so on, Over the past few years, we have also aped up the development of the 
electronica, inatruments and semiconductor industries, Advanced technology such <> 
the electronic computer, laser and infrared ray has also been applied. At present, 
the total industrial output in Shanghai is one-eighth of that in the whole country 
and Shanghai ie an important industrial base in our country. 


The economic and scientific and technological superiority of Shanghai and ite 
economic and geographical conditions account for ite tremendous importance in 
foreign trade in our country. In the whole city, there are more than 1,800 
factories which manufacture commodities for export. In 1980, the total amount 

of foreign trade exports from the port of Shanghai was double that in 1977. Among 
the products for export, in addition to the traditional light textile products and 
handicraft products, there has also been a great increase in products such as 
machines, industrial chemicals and metals and minerals. At present, the total 
value of exports from the port of Shanghai amounts to approximately 20 percent of 
the total value of exports in the whole country. There has also been a corre- 
sponding increase in the import trade in Shanghai following the increase in exports. 
The total amount of imports into Shanghai in 1980 showed an increase of 62 percent 
over that in1977. Shanghai is therefore the most important base for developing 
foreign trade in our country. 


However, since we were impatient to meet our demands some time ago, the proportional 
relations between the various economic departments were not harmonious and the 
economic structure was not rational enough. The favorable conditions and great 
potentialities of Shanghai could not be fully developed. At present, our country 
is implementing the policy of economic readjustment, Shanghai is also readjusting 
the economic structure and commodity structure to a different extent and in various 
forms and is increasing the proportion of products in the light industries. In 

the course of transforming the existing production technology and improving the 
level of management and administration in the future, Shanghai will bring in some 
advanced technological equipment and strengthen certain crucial production depart- 
ments. We shall emphatically develop the latent production capacity and improve 
the management and technology in the existing enterprises, raise the technological 
level and labor productivity in Shanghai industries and turn out more export commod- 
ities with better quality, more varieties and competitive power and develop foreign 
trade more vigorously. 


Foreign capital will play an active role in the development of the economy in 
Shanghai. For a period in the past we also had certain successful experiences in 
this aspect. For example, the production facilities in the Jinshan General Petro- 
chemical Plant in Shanghai include full sets of advanced equipment imported from 
foreign countries as well as production equipment manufactured by our country. 

The chemical fibers and industrial chemicals which it produces are not only for 
sale on the domestic markets but are also used for export. It took a relatively 
short time to build this plant and it was soon put into operation. Marked economic 
results have already been attained. This shows that it is necessary to appropri- 
ately import advanced foreign technology in order to meet the demands of developing 
economy, improving the people's livelihood and developing foreign trade in our 
country. This also conforms to the goal of readjustment in our country. 











in order to develop the role of Shanghal a8 an economic center, it te necessary 

to refor® the economic system, eliminate the trade restrictions and departmental 
and regional restrictions, and in the form ef unions, set up close economic ties 
between Shanghai and other places in the country, Por example, Penghuang-brand 
and Yongjiu=brand bicyeles manufactured in Shanghai have booming sales and the 
supply falle short of demand, We have already drawn up plane to link up factories 
which do not have enough production taske with factories which manufacture these 
famous products 60 46 to inerease output, We are also arranging for Shanghai to 
directly import taw materials needed by many factories in Shanghai so a8 to satisfy 
the demand in production, We believe that after readjustment in accordance with 
the actual conditions in our country, we can easily overcome difficulties and more 
rapidly and better develop the economy in Shanghai and in regions with close eco- 
nomic ties with Shanghai. 


At present, some people think that foreign countries cannot carry on any business 
with China because China is readjusting ite economy. This does not conform to the 
actual conditions, In terms of both demande and actual conditions, China's foreign 
trade will continue to expand in an even more flexible and varied form. Our eco~ 
nomic readjustment is active and starts from long-term development. Shanghai needs 
to import advanced technology and capital in the process of readjustment and reforms. 
This policy gust be affirmed, We must carry out technological transformation in 
some old enterprises and in particular in enterprises which manufacture products 
urgently needed in the people's life in our country at present. Consequently, the 
import and export trade in our country will not decrease but will on the contrary 
continue to increase. 


In the future, we hope to continue to expand the scope of economic and technological 
cooperation with various countries under the principle of equality and mutual 
benefits. Over the past 2 years, the foreign trade department and the relevant 
factories and enterprises in Shanghai have already signed more than 6,000 agreements 
and trade contracts for orders for goods, for processing, fitting and manufacturing 
imported materials with 17 countries and regions, including Hong Kong, Macao, Japan, 
the United States, West Germany and Australia. Business is mainly conducted in the 
following industries: garment, handicraft goods, light industrial goods, textile, 
electronics, machinery, instruments and chemical products. 


Marked economic results have already been attained in the above cooperative efforts. 
Por example, in the form of reciprocal trade, an electron tube factory in Shanghai 
has brought in a production line for fluorescent lighting and has greatly increased 
its production efficiency. Since a garment factory imported the adhesive technique 
from other countries, there has been a marked improvement in production efficiency 
and product quality, and this is welcomed by the overseas companies. 


in order to meet the demands for increased foreign trade, Shanghai has also newly 
formed a number of trade and investment trust organizations, for example, Shanghai 
Municipal Equipment Import-Export Company, Export Commodity Packing Company, Assembly 


and Packing Company, Shanghai International Trust Service Company and Shanghai 
Patriotic Investment Company and so on. They can establish direct ties with over- 


eeas traders. 
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In the area of transportation, Shanghai will increase and improve its 
ities and develop its packing and transportation lines so as t 
of increased foreign trade, Last year, it opened up 
cargo shipe from Shanghai to Wong Kong. Thie year, it has also increased the 
frequency in the schedule of passenger and cargo ships. The route between Shanghai 
and Portland has also been opened up between China and the United States. 


In the area of banking in Shanghai, the Bank of China has adopted a flexible 
method in the management of foreign exchange so as to provide services for over= 
seas merchants and tourists. Shanghai People's Insurance Company has set up 
travel insurance and other insurance businesses, such as installation and con- 
struction insurance in joint China and foreign management and reciprocal trade. 


In sum, our country has carried out economic readjustment and reforms of the 
economic systems in 4 planned way. Just a8 in the past, Shanghai, like the whole 
country, will imerease the economic, cultural, seientific, technological and 
academic exchange and cooperation and trade relations with various friendly 
countries, These transactions and activities will duly contribute to the develop- 
ment of our country's economy and the world economy and will promote world peace. 
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BEIJING'S REWARD REGULATIONS ~<Bei jing, ly Jun (XINHUA)<<In order to overcome 
egalitarianiem among industrial and transport departments and enterprises, 
Beijing Municipality has formulated regulations stipulating that the amount of 
bonuses issued to the workers and staff must be commensurate with the production 
of the enterprise and that the bonus gust be limited to around 2-month's wages. 
[OW221159 Beijing XINHUA Domestic Service in Chinese 0021 GT 19 Jun 41) 


NEI MONGGOL CONSUMER GOODS--Owing to greater employment and increased wages, 
urban workers in Nei Monggol now own more consumer goods. According to 4 survey 
of the workers’ economic situation, by the end of March, every 100 families had 
193 bikes, 201 wristwatches, 63 radios and 57.5 sewing machines. Other expensive 
durable consumer goods such as televisions, tape recorders, stereos and cameras 
owned by worker families aleo markedly increased. [(8K290300 Hohhot Nei Monggol 
Regional Service in Mandarin 1100 GMT 26 Jun 61) 
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TRANSPORTATION 


TIANJIN HARBOR DECONGESTION--Tianjin, 16 Jun (KINHUA)--Aided by the PLA, the 
Tianjin harbor administration has scored marked achievements in decongesting the 
harbor, in close coordination with the railway, foreign trade and communication 
departments. There were 68 foreign trade ships in the harbor in late April. The 
number wae reduced to 41 by 31 May. The PLA unite etationed in Tianjin recently 
dispatched 500 commanders and fighters to help the dock workers load and unload 
cargo. [0W170527 Beijing XINHUA Domestic Service in Chinese 0034 GT 16 Jun 81) 


XINJLANG INTERCITY AIR SERVICE~-Urumgi, 21 Jua--Ineugurated in 1979, the scheduled 
civil air service between Urumgi end Qiemo County has to date accommodated over 
5,300 travelers. Qiemo County, loceted in the southeastern part of the Taklimskan 
Desert, ie as large as Anhui Province in area but has only 4 population of 30,000, 
largely ot Uygur nationality. It weually takes 7 to 6 days to cover the 800 kilo- 
meters of highway between the two cities and the highway is 

sand. tlt takes only 4 little gore than 2 hours to travel by air between the two 
pointe. Since the inauguration of the air service 

jade carving artists have moved in to work, taking advantage of locally abundant 
jade resources. The county has eleo started serial pesticide spraying for local 
farmland. [(0W261405 Beijing KIMMBPA Domestic Service in Mandarin 0014 G¥T 21 Jun 61) 
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